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PRELIMINARY REMARKS TO VOL. I., 

ON BENEFIT BUILDING SOCIETIES, &c. 

I. — Out larger work on Associations for Provident Investment having 
passed tlirough several editions, and being now out of priat, it has been 
suggested by solicitors and others of experience, that a smaller publication, 
introducing the reader to the more practical portions of that Treatise, 
would be found of value. 

Opportunitj has been taken to insert a concise Alphabetical Digest of 
the leading Law Cases on the subject of Benefit Building Societies, not 
so much with the view of furnishing a Law Book as with the object of 
giving the general reader such an idea of the present state of the Law 
of Building Societies, as will enable him to estimate the importance of 
the Amendments necessary therein. 

II. — In the first place, consolidation and codification are very much 
required. The unfortunate provision of the Building Societies Act of 
1836 (*. 4) by which all the clauses of the old Friendly Societies Acts 
are incorporated with it, but only so far as they are applicable to the 
purposes of Building Societies, has introduced much complication and 
uncertainty. Those Acts have since been aU repealed as far as regards 
Friendly Societies, but their obsolete and inconvenient provisions still 
apply to Building Societies. Thus the rules of Building Societies still 
require to be deposited with the Clerk of the Peace, while those of 
Friendly Societies have merely to be deposited with the Eegistrar. 
Again, till lately, that excellent and learned official was of opinion that 
the dissolution of Building Societies might be arranged according to the 
plan prescribed for Friendly Societies by the old Act of 10 Geo. 4 (1829) : 
but recent decisions would seem to show that that clause is one of those 
not " applicable to the purposes of Building Societies," which are bound 
to adopt the costly process of registration and winding up as Public 
Companies under the Act of 1862. 
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lit.— It is also an imperfection in the Building Societies Act tliat tlie 
Limit of Shares is fixed at £150, and that of Subscriptions at £1 a month. 
If the intention of the framers of the Act was to limit the whole interest 
that a member might hold to £150, which is quite possible, however 
absurd, that intention has been defeated by the very proper decision in 
Morrison v. Olover (see jp, 89) that a member may hold any number of 
shares, provided the amount of each share does not exceed £150. In 
general, the greatest present value advanced on a share of the amount of 
£150 in a Terminating Society would not exceed £70 or £80, and with 
80 small a sum scarcely a hovel could be purchased. 

Again, by * Section I. of the Bankruptcy Law Consolidation Act, 1849, 
all previous enactments giving a priority to particular creditors over a 
bankrupt's estate were repealed, and this put an end to the privilege of 
prior claim possessed both by Friendly and Building Societies under the 
4 & 5 "Wm. IV., c. 40. A later section of the same Act (167) restored 
the priority as far as regards Friendly Societies, but by an oversight (for 
it is hardly likely that the Legislature intended it) omitted to do so with 
regard to Building Societies. 

IV. — Provision should be made for enabling a Building Society, under 
certain restrictions, to Borrow Tnoney. Until within the last few years, 
the Registrar did not object to certify Bules which conferred a power to 
borrow on the Trustees or Directors of a Society : — ^but having obtained 
an opinion from Lord "Westbury, when Attorney General, that such 
Eules were not "in conformity with law", Mr. Tidd Pratt ceased to 
certify them. Lord Westbury, no doubt, considered that it was not the 
intention of the Legislature that a Society should pledge the credit of its 
members for money borrowed, even for the extension of its business : — 
but it is evident that a well constituted Building Society would be very 
materially assisted, especially in its earlier years, before the Investing 
Subscriptions have amounted to any large sum, by being able to take 
sums on deposit upon fair conditions as to notice of withdrawal, &c. As 
the whole funds of a Building Society are invested in Loans upon tangible 



* [On this point the reader should consult the yerj yaluable manual on the Law of 

Building Societies by our learned friend, Mr. W. Whitaker Barry, of Lincoln's Inn. 

As seyeral passages of his work are identical with portions of this Treatise, it may lie 

desirable to explain that they were incorponited by Mr. Banj from the early editions 

'-\ of this work with our consent.] 
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property, depositors have the very best security for their money, and 
Bankers and others are in ordinary times quite willing to lend to Building 
Societies at rates as low as 4^ or 5 per cent. The Societies lend again 
to their members at 6 or 7 per cent, and are thus able to make an 
additional margin of profit for their Investing Shareholders. "With or 
without legal authority, therefore, Societies gladly accept deposits ; and 
in one large Society in London, the deposits received in a single year 
have reached the large amount of half a million sterling. Under the 
existing Law, the Directors who are parties to the transaction are of 
course personally responsible, should the funds of the Society not enable 
them to repay the Loan, and, as the profits go, not to them, but to the 
general body of members, the Law in this respect certainly requires 
amending. 

At the same, time, there is no obstacle, under the present, law, to 
receiving Deposits in the form of Shares ; for which purpose we prepared 
the following Clause, which is adopted by many recently formed 
Societies : — 

'* The shares shall be of the ultimate value of £ each, realizable 

by a monthly payment of , and of such other amounts, and 

realizable in such periods of years, and in consideration of such single 
or periodic payments, as the Board of Directors from time to time 
deem fit." 

It will be observed that the deposit receipts, being in the form of Paid- 
up or IteaUzed'* shares, the restriction is met of Section 1 of the Act as 
to the payment of dividends. 

By way of example : — Suppose £26 to be tendered to a Building 

Society on deposit for the term of three years at 4^ per cent, interest, the 

•Society would issue a Paid-up Share Beceipt for £25, reciting that it was 

withdrawable at the end of the agreed period, but bearing interest in the 

meanwhile at 4^ per cent, by way of Bonus. 

V. — When the Building Societies Act was framed (1836), the system 
of Freehold Land Societies had not been invented (1847) : and the Act, 
therefore, contains no provisions such as are required to meet the 
peculiar circumstances of these Societies. Many of them have, in conse- 
quence, since the passing of the Limited Liability Acts, (1866, 1862) 

« 

* [fiy some Societies, these are termed Preference Shares : by others, Debenture Shares.] 



become incorporated as Joint Stock Companies : — and those, which con- 
tinue to act as Freehold Land Societies under the Building Societies Act, 
do so under circumstances of personal responsibility to the Directors and 
risk of loss which hamper their operations.f 

In any future Act, therefore, Clauses should be introduced enabling a 
Society to purchase Land in gross, for allotment among its members at 
wholesale prices, and to permit of the building of school rooms, &c., at 
the general cost of the members haying allotments, in connection with 
Suburban Villages so formed . 

VI. — It is not alone, however, from legal difficulties that Freehold 
Land Societies have suffered. The apparent success, which attended the 
operations of a few of the earlier and more cautious Societies, created a 
popular current in favour of Land Investment. This led to the formation 
of nearly as many Freehold Land Societies as there were previously 
Benefit Building Societies. First success is not, however, always followed 
by caution ; and bubble associations speedily came into temporary exist- 
ence, involving errors only veiled by a long and glittering array of names 
of members of both Houses, which are rarely wanting when political 
constituents are to be pleased or conciliated. Indeed associations are 
frequently brought into life by the success of some principle under special 
circumstances, but a fatality seems to attend those designed for the 
Industrious classes ; thus, ere long, objectionable features have been 
introduced, and imperfections become manifest in Freehold Land Societies, 
which are productive of dissatisfaction to the members, and of regret 
to the admirers of the system. Very many Societies have been founded 
on such unsound principles, and with such disregard to practical cor- 
rectness in their Kules, that the reverse of advantage has arisen to the 
Borrowers from their purchases, or to Investors from their deposits. On 
the other hand, even in those Freehold Land Societies that were estab- 
lished with a political object, and whose operations have been of great 
magnitude, the members appear to have fo '•gotten their original aim, and 



f [Notwithstanding these disadTantages, Freehold Land Societies haye made 
remarkable progress. There are stated to be in Birmingham six, with an aggregate of 
14,973 inembers, and a Capital exceeding £500,000. The Conservative Land Society has 
bought 70 estates exceeding 500 acres in extent. The National Freehold Land Society 
has accumulated a Capital of £689,575, and works in conjunction with the British 
Land Company, which has an additional Shareholders* Capital of £140,000. ] 



are now only ambitious of the pecuniary profits which the assumed success 
of the society induces the Directors to declare. 

VII. — A speculation in land, moreover, arose, which, from injudi- 
cious management, led Societies to compete with each other, and 
tended extravagantly to raise the price of land in various parts of the 
kingdom. It is even affirmed that persons, having estates to sell, 
resorted to the most influential Directors of certain Societies and asked 
them to act as their agents in disposing of the land to the members, 
however indifferent its situation or nature. 

Although we can scarcely believe that, in the truly respectable Societies, 
land can have been allowed to be sold at unfairly high prices, yet it is a 
fact, that, from the species of speculative mania which existed unchecked 
by the Directors, large tracts of land, valuable only for agricultural pur- 
poses, were purchased and cut up into uselessly small allotments, for which 
one set of members, with no reasonable prospect of turning them to 
account, were unreflectingly led to give such high building prices as 
enabled the Society to declare considerable profit to the other members. 
Instances, in fact, constantly occurred of purchases being made by persons 
solely in the hope of a resale at an advanced price. 

A case came under our attention, where an allotment of badly situ- 
ated, iU-drained land, several feet below high water mark, and worth 
a year before scarcely £30 the allotment, was purchased for a Society, 
and apportioned to the members at £55 per lot; and yet other parties 
were found, attracted by illusive statements, who, without visiting the 
locality, offered £15 more, in the expectation of large profits to arise from 
building thereon. 

Little difference in fact can be observed between the operations of 
some Societies, and the results of the mania for railway shares. 

Again, where the land is intrinsically advantageous, the allotments are 
frequently valueless to the allottees from their being too far from their 
places of residence to be made available. G-ood building land also re- 
mains unused, or is let at the comparative low price of pasture or grass 
land, because the allottee has not the money to build thereon, and most of 
the older Freehold Land Societies cannot make advances for that purpose. 

VIIT. — The relation of Building and Freehold Land Societies to the 
^Elective Franchise affords another instance in which amendment of the 
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law is to be desired. The Court of Common Pleas has decided (Copland 
V. Bartlett ; Beamish v. Stoke ; see page 95) that a borrower from a 
Building Society must possess land of an annual value exceeding his 
annual repayments by 40s. in order to be entitled to a vote for the county 
in respect of it. This is a disability which does not affect borrowers by 
private mortgage. A statement put forward by the Halifax Building 
Society sets this forth very clearly : — 

" A is the owner of Beal Property, producing £6 lOs. a-jear. He is not a Member 
of a Building Society, but mortgages his property to a private person for £60, upon 
which h3 has to pay 5 per cent, interest, or £3 per annum. A, having 408. clear, is 
entitled to be put on the Kegister (although his debt is unredeemed). 

B is also the owner of Keal Property, producing £6 10s. a year. He is a Member of 
a Building Society in respect of one share, upon which he has to pay to the Society 
subscriptions for a term of years amounting to £6 10s. per annum, for principal and 
interest. As the entire payment exhausts the income firom the property, B is held not 
entitled to be put on the Register," though, as a portion of B's payments consists 
of return of the capital lent, he possesses a larger actual interest in the property than 
A does in his. 

IX. — The following further amendments of the eidsting law are 
desirable — 

1. To enable a Building Society to transfer its business to another, 

and to facilitate amalgamations of Societies by that means as 
permitted to Friendly Societies by the more recent acts.. 

2. To enable the Registrar to nominate or confirm the appointment 

of some proper person, to act as Beceiver of the repayments 
of the unexpired mortgages of a Society that desires to dis- 
continue its business. 

3. To enable a Society to change its seat of business from one county 

to another. 

4. To allow of advances being made on real or leasehold security, 

with the collateral security of policies of assurance. 

5. To cause Societies to deposit, with the Registrar yearly reports 

and balance sheets, and to comply with any orders of Parlia- 
ment for returns, under penalties in case of neglect 

X. — The passing of the Companies' Act, 1862, has created so many 
facilities for effecting the objects of Building and Investment Societies 
and other advantageous purposes of local improvement and development 
in country towns, by means of Joint Stock Companies, that we have 






thought it desirable to add some practical suggestions and a form of pro- 
spectus for establishing a system of Zoeal Enterprise Encowragement 
Companies on the Credit Mobilier principle. "We pointed out the advan- 
tage which would attend the application of this principle to local wants 
as far back as the year 1852, when we devised the plan now again set 
forth in the present work ; and it may be remarked that the warnings, we 
then put forward (repeated in the Treatise on Savings Banks, 1860) as to 
the danger attending large central combinations of the kind in the me- 
tropolis as distinguished from local organisations, have been amply 
justified by recent disasters in the financial world. 

XI. — "With this subject is intimately connected that of Credit Fancier 
or Land Credit Associations, the principle of which has been found bene- 
ficial in Prussia, Poland, Bavaria, Hanover, and many of the smaller 
Oerman states. It was introduced into France by Napoleon III., in 1852, 
when President of the Bepublic, and is now recognised by statutes in 
England (1863-4-5). 

Its object is : — firstly, to mobilize the soil, so as to give it a transferable 
species of credit which can be used and transferred like a bill of ex- 
change ; and secondly, to facilitate the liquidation of mortgages on land 
by gradual instalments.* The. reader, who is interested in the subject, 
should peruse the Memoire (1848) of M. Wolowski on the organisation 
of the Credit Foncier, and the Manuals of M. Le Hir (1862) and M. 
Emile Beres (1853) , which contain much valuable information as to Land 
Credit Banks. The system of the Credit Fonder of France, which we 
personally examined in 1853, did not for a long period meet with the suc- 
cess it deserved. This arose mainly through the opposition of the 
provincial notaries, whose profits in conductmg advances on land it tended 
to diminish. Of late, however, its business has experienced remarkable 
extension, and in the single year 1863 its mortgage loans for long terms 
of years amounted to more than £4,800,000 sterling, producing a net 
profit for tbe year of £200,000, of which a large portion was very pru- 
dently added to the Eeserve Fund, the directors quoting the maxim that 
" large reserves make solid companies.'* The report of M. Josseau to 

* [M. Albert de Montry, in his eyidence before the Conseil d*Etat, and in a yaluable 
brochure, "2>« Pret et du Credit Via^er" proposes to supplement the operations of the 
Credit Foncier by a system of mortgages at rates of repayment fixed to cease at the 
death of the borrower, on our plan of Freehold Assurance (1852). See Treatise on 
Associations for Frovident Inyestment.] 
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M. Dumas, Minister of Agriculture (1851), should be consulted ; as also 
M. Eoyer's work on the Institutions for Land Credit in Germany, and 
the admirable suggestions of Mr. Vincent Scully, for a new Land 
System. 

Mr. Scully remarks that it is a most idle illusion to imagine that a 
sound measure to facilitate Transfer of Land can ever tend to its undue 
subdivision, to give an improper impulse to democracy, or to affect injuri- 
ously the aristocratic element' of these kingdoms. Such a measure would 
produce the very opposite results. Should the occasion arise, it will be 
easy to demonstrate that the free Sale and Purchase of Land can lead to 
no over-population of a country, or morcellement of its farms. It would 
have a highly preservative tendency, and would stabilitate a territorial 
proprietary, whilst admitting all industrious classes into either a present 
or a prospective participation in the ownership of Land. 

Mr. Scully's suggestions have recently been partially carried into effect 
by the passing of the " Mortgage Debentures Act," 1865, by which com- 
panies possessing or dealing in land are enabled to issue debentures, and 
a system of registration is provided : but the restrictions which the legis- 
lature thought fit to attach to this valuable privilege are so onerous that 
as yet it is believed only one company has been able to avail itself of 
the Act.* 

XII. — A model set of Eules suitable for Building or Freehold Land 
Societies will be found in our " Treatise on Copyhold and Church Lease 
Enfranchisements," 4th Edition, 1859. The cognate subjects of Tontine 
Associations and Emigration Societies are considered at length in our 
larger " Treatise on Associations for Provident Investment." 

XIII. — The power of Association, which, in the present day, is be- 
coming so weU understood, is applicable, of course, to numerous other 

* [The following are instances of power to grant Land Loans in force before the 
passing of the general Act aboye mentioned : — In England ; Land Drainage Com- 
pany's Act, 12, 13 Vict. c. ici. j Copyhold Enfranchisement Act, 15, 16 Vict. c. 51 ; 
Land Improyement Company's Acts, 16, 17 Vict. c. diy. and 1864 j Land Loan and 
Enfranchisement Company's Act, 23 & 24 Vict. c. clxix. — Ireland ; Land Drainage 
Act, 5, 6 Vict. c. 89. s. 100; Farmer's Estate Society's Act, 11, 12 Vict. c. cliii. ; 14, 
15 Vict. c. cxliii. ; Sir J. Romilly's Securities for Advances Bill of 1850. — Chan^bi^ 
Islands ; See Duncan's Ghiemsey, p. 286; Berry's Guernsey, p. 177 ; Plee's Jersey, p. 
251 ; Le Cras's Laws of Jersey, p. 324 ; V. Scully on the Channel Islands, p. 64. — 
Ettropb; See " Land Credit Companies of Prussia," by W. Pollard Urquhart, M.P. 
(1853) ; Jacob's Tour of Poland (1826)-; and as to Belgium, Hamburgh, IVankfort, and 
parts of G-ermany, see evidence of Mr. James Stewart and Mr. John Stuart Mill, before 
the Commons Sayings' Committee of 1850.] ' 
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purposes besides those discussed in this Treatise ; and we liave ende4- 
Toured, in our other works, to explain the principles upon which other 
associations should be established or conducted. 

The arguments, adduced in support of our views respecting the insti- 
tutions specially examined in this part, are, however, applicable to any 
other, in which it is desired to settle upon a sure basis the relative posi- 
tion of its members. The truth of the following remarks of the eminent 
philosopher, Bossi, is now recognized. 

" L'association est un instrument, une arme de la plus haute puis- 
sance." "Le progres social ne pent consister k dissoudre toute associ- 
ation, mais a substituer aux associations forcees, oppressives, des temps 

passes, des associations volontaires et equitables." " Tout peuple, chez 

lequel peut se realiser cette haute combinaison de la puissance iudividuelle 
avec le pnncipe d'association, est entr6 definitivement dans la carri^re de 
la Civilisation Progressive.*** 

XIV. — In conclusion, we desire to impress upon our readers, that 
the establishment of such associations and companies as are considered 
in the present work, can only lead to satisfactory results, and avoid re- 
acting, by failure, as a check upon the continuous energy and forethought 
of the industrious classes, through the managers constantly bearing in 
mind, that, even when the broad principles of a system are definitively 
settled, the details are far from being unimportant; that it is quite 
possible to ruin the most careftdly constructed plan by committing ap- 
parently trifling errors in its execution ; that the inconsistencies and 
objections to many of the existing associations, which are examiQedinthis 
Treatise, are easy to obviate, as their prevention lies entirely within the 
province of the parties who are charged with the management of the society's 
operations ; and that our object is not only to expose errors, but to direct 
attention to the principles of the plans themselves, as containing ma- 
terials for improvement, which may be made beneficial to the community ' 
at large. With the lamented economist, M. Frederic Bastiat, we would 
say " t Aux douleurs de la concurrence Thumanite apprend, chaque jour, a 
opposer deux puissants remedes : la Prevoyance, fruit de Fexperience et 
des lumieres, et TAssociation, qui est la Prevoyance Organis6e." 
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PAET I. 

ON BENEFIT BUILDING SOCIETIES. 

* The subject of -this work has presented difficulties of a complicated 
character, from the variotis phases under which the peculiar defects of 
individual societies appear. The task has, however, been lightened by the 
reflection, that, although it cannot be expected that this effort, to place 
them upon a more rational and secure footing, will meet toith the success 
of wholly obviating errors for thefiture, get a most important end will 
at once he obtained, if the attention of the Matrons, Trustees, Directors 
and other officers of many of these institutions, be awakened to the sense 
of the grave moral responsibility incurred by them, in allowing their 
names to be connected with schemes, which, while professing to benefit, 
do but cause injury to those, for whose good they were designed, — to 
individuals not of equal information and position with themselves, but 
a class remarkable for the simple faith with which they believe in imy 
statement, that is sanctioned by the countenance of their superiors,^ — 
[Extract from preface to first edition.] 

CHAPTEE I. 

Abt. I. — Among the remarkable features of tbe present age, Benefit 
Building Societies occupy a leading position. Their increase, during the 
last thirty years, not only in the metropolis, but in every part of the 
kingdom, has been steadily progressive, so that it has become a matter 
of importance to many and of interest to all, correctly to understand 
their object and the true principles on which they ought to be founded. 
This information is the more desirable, as the amount subscribed to these 
associations is already so large, that they may be said to have engaged 
in their operations a considerable portion of the investing capital of the 
industrious classes. But, although they have received this extensive 
support, it is painAil to find, that many societies are guided by principles, 
which cannot, either in theory or practice, justify the hope of their 
realising the advantageous results held out as an inducement to parties 
to become memhers. 

That the principles of Building Societies should be erroneous, and yet 
that their popularity should be widely extended, may be ascribed to two 
causes. As yet, but few persons of sound mathematical knowledge or 
experience in calculations have turned their attention to the subject, a|id 
the societies hitherto formed have been deprived of that basis of science 

B 
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and just reaBoning, which alone can ensure the prosperity of this or any 
similar kind of speculation. On the other hand, the members of these 
associations have, in general, been led to expect from them an un- 
reasonable degree of benefit — a false impression, which has been shared 
even by persons of the more educated orders. 

2. — A Benefit Building Society, when properly constituted, is a species 
of joint stock association, the members of which subscribe, periodically, 
and in proportion to the number of shares they hold, different sums into 
one common Aind, which thus becomes large enough to be advantageously 
employed by being lent out at interest to such of the members as desire 
advances ; and the interest, as soon as it is received, making fresh capital, 
is lent out again and again, so as to be continually reproductive. Large 
sums may be raised in this manner ; for example, if' 1000 shares were 
subscribed for at 10s. per month per share, the amount in one year 
would be £6000, which, month by month as received, might be advanced 
to any members, who wish to become borrowers. The payments of 
BoBBOWEBS are so calculated as to enable them to repay, by equal 
monthly or less frequent instalments, within a specified period, the 
principal of the sum borrowed and whatever interest may be due upon it 
throughout the duration of the loan. The other members who have not 
borrowed, and who are generally called Inyestobs, receive, at the end of 
a given number of years, a large sum, which is equivalent to the amount 
of their subscriptions with compound interest accumulated upon them. 

The idea of a society upon this principle, correctly formed and after- 
wards properly managed, is of the most admirable kind. For on the one 
hand, it holds out inducements to industrious individuals to put by 
periodically portions of their income, which are invested for them by the 
society, and, at the end of a certain time, are repaid to them in the 
shape of a large accumulation, without their having themselves the 
trouble of seeking for suitable investments ; while on the other hand, the 
money subscribed, being advanced to some of the members enables them 
to purchase houses, or similar property, and to repay the loan by small 
periodical instalments, extended over a number of years 

The gentle compulsion to investing members of the fines, which enforce 
punctuality of contribution, is not without its value as tending to form 
habits of economy and regularity. 

8. — As regards the purchasing of house property, Building Socie- 
ties are peculiarly beneficial. A large portion of a man's income 
is usually absorbed by the payment of rent, especially among the lower 
classes, who pay for their tenancy much more heavily than the rich, con- 
ffiderin^ the relative value of the houses which they occupy. It has been 
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justly said, that eyery one knows something of the ultimate cost of 
hiring furniture for his house or lodgings ; he knows that it is much more 
advantageous to the hirer of furniture to buy the articles outright than 
to pay continually for their use ; and, therefore, most prudent people in 
the middle and humble walks of life, make it a rule to purchase their 
own famiture and other articles of domestic comfort and oonyenience, 
because the price paid for long hiring is at least equal to the original 
value of the article hired. Yet there are many thousands of persons 
in the Metropolis alone, who, while they deem it an unwise extrayaganoe 
not to purchase their articles of household famiture, are quite content 
to hire their homes. 

4. — It is, however, only by means of these societies that a person, not 
possessed of capital, who merely receives his income periodically, can 
become possessor of a house. This he is enabled to do from the 
practical fact, that the annual repayments, required by a society upon a 
loan, do not much exceed the rent of a house, which could be purchased 
with the sum borrowed (after a short period of saving as an investing 
member); so that a man living 10 or 14 years in a house, instead of 
paying his rent to his landlord and thus losing so much money for ever, 
pays it with a small addition to a Building Society for a limited number 
of years, and in consideration of this arrangement, the society advances 
him at once the money requisite for the purchase of the property, which 
thus in the stipulated time, when the loan has been repaid with interest, 
becomes entirely his own, the money advanced being in the meantime 
secured by a suitable mortgage. 

5. — Such is the simple outline of the plan pursued in the practice of 
Benefit Building Societies, and if efficient means be provided for securing 
correctness in their principles of calculation and a &ir and honourable 
way of carrjring out their object, these institutions must undoubtedly be 
considered as an excellent application of the system of mutual associa- 
tion. A private indivmual usually finds it impracticable to obtain an 
advantageous accumulating interest for the smaller sums, which he can 
spare from his necessities. He has no means of procuring satis&ctory 
information respecting the adequacy of any security contemplated for his 
investment, nor is he in the way of hearing of remunerative opportuni- 
ties, which present themselves from time to time. 

An association, however, of provident persons can command all that is 
wanting to the single member ; and, although the trifling contribution of 
each by itself would be too small to be capable of reproductive invest- 
ment, yet, when united with others in a large sum, it becomes a proper* 
tionate participator and has its representative in the aggregate profits of 
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the general body. Moreover, when there exists a variety of amount of 
talent and capital, their union for the purposes of carrying out the same 
design facilitates and renders possible its accomplishment. The efforts 
of a body of men in pursuit of a good object are generally successAil, 
whether they endeavour to attain for themselves definite and tangible 
results by the operation of great commercial enterprises, or whether they 
combine with the provident desire to avert, as far as possible, the pe- 
cuniary loss, to wldch the death of any individual among their number 
would expose the members of his family. As an application of the former 
species of association, though in a limited degree and among humble 
classes, Benefit Building Societies have proved a remarkable illustration 
of the great advantages conferred by the working of this principle, but 
they are yet so obscured by defects and errors, as to require the applica- 
tion of many improvements, both in their system and practice, to prevent 
them from sinking into disrepute. 

6. — The first Benefit Building Society* which can be traced, was 
founded in 1815 under the auspices of the Earl of Selkirk. It was a 
village club at Kirkcudbright in Scotland. Other institutions of a similar 
kind were afterwards established in the same kingdom under the title of 
' Menages/ and the system was soon adopted in England by societies 
formed in the neighbourhood of Manchester and Liverpool, and other 
parts of the North. After the year 1830 they increased se rapidly, that 
on the 14th of July 1836, a special act (6 & 7 William IV, cap. 32) was 
passed for their encouragement and protection, in the provisions of which 
were embodied certain clauses applicable to their conduct, which were in- 
cluded in the statutes relating to Priendly Societies, passed in the reigns 
of George IV and William IV. As a proof of their numbers it may be 
stated that up to the present time, there have been registered in the united 
kingdom considerably over 7,000 societies, and that they are increasing 
every year. Of these societies, there is evidence to show that above 
8,000 are yet in existence, the total income of which is calculated at 



• [It may be observed that this title, which is in the Act of Parliament, and has 
become sanctioned by general usage, is not accurately descriptive of the nature of these 
societies, as few of them enter into building operations. They are really Investment and 
House-and-Land Loan Societies. Mr. Henry Tompkins, in a valuable work published 
several years ago, remarks that the original plan of Building Societies, before the passing 
of the Act of 1836, was io purchase a plot or plots of land, with or without some 
tenements upon it ; and after it had been built on at the Society's expense, the said 
tenements were allotted, and mortgaged to the Society in some instances, or let to 
members, or others, at a fair rental , and this mode of operation was carried on until 
every member was in possession of a freehold estate, or had received the amount of his 
flhare in fulL This plan was extensively adopted for a considerable period with succesB, 
in spite of the obstacle that it had no legal recognition.] 
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not less thflu £9,500,000 a year. In fact there are several whose annual 
incomes exceed £100,000.* 

• 

7. — The Act of Parliament just mentioned bears the designation of 
"An Act for the regulation of Benefit Building Societies," and was passed 
for the express purpose of encouraging the formation of such institu- 
tions, by granting them various privileges, among which is the power of 
charging a higher rate of interest than was formerly allowed ; while, to 
protect their subsequent operations, it enacted, that each society should 
be governed by certain rules, to be approved of, and so certified, by a 
barrister appointed by Government. 

It seems to have been overlooked by the legislature, that societies of 
this kind would be exposed to more serious danger than ever, when thus 
encouraged by a special act, if the rates of subscription were left un- 
guided by any advice or check furnished by competent authority. By 
far the greater number of the earlier building societies were founded on 
incorrect principles of payment, and evinced on the part of their origina- 
tors much ignorance, even of "the simplest operations of compound in- 
terest. In some instances the statements put forth were very extrava- 
gant, and it would not be easy to account for the confidence with which 
they were received, except on the ground that a species of fascination for 
this kind of investment seemed to possess the minds of the industrious 
classes ; and even persons of superior position, who would be expected to 
have more information, united in giving their sanction to the error, for it 
has been found thatf no Benefit Building Society has ever been started, 
however ridiculous its pretensions, which has not speedily succeeded in 
drawing together a number of shareholders. 

8. — The tone of moderation assumed in many of the prospectuses 
(proceeding in some cases, from an honest conviction on the part of their 
authors), was but too weU fitted to gain the confidence of single-minded 
persons : it was not unusual to find some impossible project represented 

* [The annual receipts from contributions of the Leeds Building Society amount 
to £151,292. The number of members is 7047. The amount adyanced to borrowing 
members £826,112. (Seventeeth year, 1865.) The Temperance Building Society 
(London), has lent more than £500,000. The contributions received by the Queen's 
Building Society, Birmingham, during the fourth year of its existence (1865), amount- 
ed to £53,890. The borough of Sunderland, which has 103,000 inhabitants, possesses 
60 Building Societies, of 13,401 members, with a realized capital of £1,768,025, having 
trebled their capital since 1859. The Birkbeck Building Society (London), received in 
deposits, during 1865, £492,789, and in subscriptions £30,975, and lent out upon 
mortgage £76,750. The income of the Standard Building Society, Edinburgh, for its 
eighth year, amounted to £127,289.] 

t [Of the class of Societies, the unsoundness of which is explained in Art. 44, chap. 3, 
nearly 100 have been started in the metropolis alone, and it is stated that they liave 
enrolled about 40,000 members.] 
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9m **no speeuhitiaii — no sdieme, hj wbidi micertain lesulta are to be ob- 
tained, but a iober, well-tried, and soceea afu l mode of associating together 
a nomber of penonB for the benefit of the whole/* and then, allhongh it 
was deemed nnnecessarj to ghre the ground upon which their promises 
were finmded, tiiej sheltered tiiemselres beneath the numtle of legislatiYe 
sanction, and adduced the Act of Pariiament as being "• of itself sufficient 
eridence of the &TOurable opinion entertained by GrOTemment of their 
Societj." It cannot be wondered at that statements, adyanced in such 
language as this, and supported bj so high an authoritj, too finequently 
gained the confidence of the public. 

9. — ^Nor is it thus only that the Intimate object of Building Societies 
has been perrerted. In order to render the scheme popular and attractire, 
its projectors in many cases did not content themselves with promising 
to the poor but industrious man the privilege of becoming the possessor 
of a house by easy means ; but unhappily infused into him an eager 
desire to obtain a disproportionate amount of gain in his purchase. 
Hence it comes to pass, that, instead of his feeling a lively satisfaction, 
at being able to get possession of his house by the payment to a society 
of very litUe more than the amount of his rent during a reasonable number 
of years, he has been taught to believe, tbat this important advantage 
can be obtained by means and within a period of time, which common 
sense ought to have suggested as impossible. 

Whilst this attraction was held out to the borrowers, a similar sacri- 
fice of principle was made to the investors, or non-borrowers, who were 
promised large accumulations at the end of a limited number of years, in 
return for disproportionately small monthly subscriptions. The same 
prospectus frequently contained these incompatible statements, and yet 
the subscribers believed with implicit and blind £uth in the virtues of a 
scheme, into the practicability of which they did not trouble themselves 
to enquire. They lost sight of the fact, ihat, in saving a little money 
they were but providing against misfortunes and the exigencies of life : 
that facilities for the investment of their savings are only valuable, in so 
far as they increase their means for that purpose, and that, not for one 
moment, should they labour under the delusion that, by joining this or 
that association, their fortunes can be made ivithout trouble. Such 
hopes cannot receive too strong a check, as they give rise to ideas, which 
lead the working classes beyond their sphere, and incapacitate them for 
the exertion necessary to maintain them in it, and thus cannot fail to 
induce misery and disappointment in the end. 

10. — Tn addition to the discouragmg effect produced by the errors 
introduced into so many societies, there are other obstacles to Iheir 
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complete success, that arise from the imperfection of the Act of Parlia- 
ment relating to them. In the presencci however, of these objections or 
difficulties, it may confidently be affirmed, that the introduction into this 
country of the system of Building Societies has been accompanied by 
Yety happy results in promoting habits of economy and prudence among 
the poorer classes.* Much good has been obtained by their enabling so 
large a number of persons to become possessors of houses and land, 

'[Inspired bj the hope of realising a property, and so far achieying independence, 
the workman scarcelj needs anj inoentire to shrink from all kinds of expenditure not 
absolutely neoessarj. Old indulgences are relinquished, economic habits are formed, 
and deyoting every spare sixpence to the liquidation of the debt on his property, he 
looks with i^solute derision on the weakness of consuming even so much as a quart of 
beer in the public*house. Neyer was there such an auxiliary in the cause of temper- 
ance as these land and building societies. To those who know English workmen and 
their buoyancy of feeling, it wUl not be thought strange that members of these socie- 
ties should occasionally indulge in a little pleasantry on the subject of drinking. One 
may be heard calling to a thirsty friend as he sees hun issue from a tayem : " aL, Tom, 
I see you have been drinking a yard of land this morning." Others, in reply to an 
inyitation to haye a taste, will say : ** Thank you ; not a foot of land shall go oyer my 
throat." — See SockU Science Trctetsj htf W. Ckambere, No. 5. 

The operation of Building Societies may be made much more effective than at pre- 
sent for the improvement of Industrial Homes. An interesting work recently publisAied 
on the ** homes of the working classes," affords particulars of efforts in this direction 
made by Mr. Akroyd, M.P., and Mr. Crossley of Halifax. The problem which Mr. 
Akroyd set himself to solve was — " How a limited outlay of capital may materially 
assist in raising the standard of workmen's houses in any locality to an extent far 
beyond the original capital employed." His plan was to purchase a suitable plot of 
land for a building site ; to obtain designs from an able architect for building blocks 
of dwellings, eight or ten to each ; and to find parties who were willing to take up each 
successive block, forming themselves into a building association for that purpose, in 
connection with the Halifax Permanent Benefit Building Society, which woiUd advance 
three-fourths of the capital required. Mr. Akroyd not only purchased the land, pro- 
vided plans, and defrayed all the expenses connected with the contracts and supervi- 
sion, &c., but where the purchaser is of good character, and unable to advance the one- 
fourth of the purchase-money, the payment to the building society is spread over 15 
years instead of 12, and Mr. Akroyd guarantees the first three years' subscriptions to 
the building society : the society requires only this guarantee, as, after Ihree years, it 
possesses sufficient security against loss, in the mortgage of the property. The number 
of dwellings erected at the commencement of the year 1866 was 38 ; including a large 
and commodious store, the property of the Halifax Co-operative Society. 

The scheme of Mr. Crossley is somewhat similar to that of Mr. Akroyd. His object 
was to encourage thrifty artisans, clerks, and others to obtain freehold dwellings for 
themselves. He purchased a very eligible plot of land in the suburbs of Halifax, and 
he offered premiums for the best designs for laying out the land and for the houses in 
each class of dwellings. The number of classes was four. The net cost of the 
houses in Class 4, inclusive of land, street, and sewer formation, legal and architect's 
expenses, has been about £160 for each house. The houses and limd, &c., in class 3, 
cost about £270 each ; the internal finishings and external treatment of these latter 
being superior to class 4. £320 is the estimated cost of the houses in class 2 ; and 
£500 for those of class 1 ; these are intended for foremen and the higher paid class of 
clerks. Space is reserved for schools, &c. The dwellings have the advantage of being 
pleasantly situate in the upper part of the town of Halifax, and close to the beautiful 
park given to the public by Sir Francis Crossley, Bart., M.P. 62 houses have been 
already erected.] 
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which, on the conclusion of their payments, they occupy free of rent, and 
can transmit as a little property to their families. This pecuniary interest 
serves at once to bind them to the soil and to promote a feeling of love 
and veneration for the national institutions of their country. 

The fact that Building Societies have suffered little, if at all, from the 
several severe financial and commercial panics, which have been ex- 
perienced since their introduction, speaks highly for the general sound- 
ness of the principle on which they are based, and for the character of 
the members they attract. 

11. — Yet it is remarkable that this excellent principle has been com- 
pletely overlooked by a class of persons, in more easy circumstances, to 
whose case it would admit of more ready and certain application. There 
are a vast number of professional men, and others engaged in commercial 
pursuits, with ample means, who continue for years to pay away large 
sums in rent, without reflecting, that, by uniting together in the for- 
mation of a superior kind of Benefit BuUding Society, they would be able 
to realise additional property for their families, with but little extra 
outlay. Such a society would also offer another channel for temporary 
investment to many non-commercial persons of the higher classes, who 
would be willing, as Investors, to lay out, from time to time, comparatively 
small sums of money at advantageous interest. 

12. — Hitherto the money accumulated by these associations has been 
devoted mainly to the purpose of enabling members to become purchasers 
of houses and land, or similar property ; yet, as far as the principle is 
concerned, there is no reason why it should not be applied to other 
objects, provided the investment obtained be equally safe. Illustrations 
of this kind will be found in Part II. and in our larger Treatise, where 
we suggest a plan for a Building Society, the shares of which, by the 
adoption of a combination of Life and even Fidelity Assurance, could be 
made payable at the end of a definite number of years, or sooner in case 
of death ; whUe, at the same time, they might serve as security for the 
fidelity of the possessor, when holding a situation of trust. 

Other useful applications of Benefit Building Societies may be enume- 
rated as follows : — 

let. — Trovisionn for Old Age may be secured, payable at the end of any number of 
years, by a person joining the society as an investor. 

2nd. — Houses can be purchcuedy instead of being hired, by an inconsiderable increase 
of annual outlay. 

3rd. — Heads of large commercial establishments and ncdnisters of parishes may, by 
affording encouragement, advice, and protection in the formation of such societies, 
secure more benefit for their dependents and the humbler members of their charge, 
than can be obtained by any effort, however extensive, of private charity. 
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4ih. — ^Leftseliolders, Bnch as fanners and others, desirous of proyiding for the fine on 
renewal of their leases (if for terms certain), can do so by joining a society as 
inyestors, and subscribing for such number of shares (to be received in fall at the 
required time) as will meet the amount desired. This obyiously would be to many 
an easy mode of providing for what is now often felt to be a difficult and onerous 
charge. 

5th. — ^The premiums or Fees for placing boys as apprentices or articled clerks to 
solicitors, engineers, &c., can be obtained in a similar way. 

6th. — McLrriage and Family ^Endowments of all kinds can be secured. 

7th. — Benevolent Institutions and Beligious Societies can borrow funds for the 
erection of churches, alms houses, schools, chapels, &c., or for the immediate pay- 
ing off of debts, and the amount borrowed can subsequently be repaid by chan- 
table contributions periodically collected. 



CHAPTEE 11. 
ON THE NATURE OF THE OPERATIONS OF COMPOUND INTEREST. 



" L'Int&ret est le loyer d*un Capital pret^, ou bien, en termes plus exactes, achat des 
services productifs que peut rendre un Capital." — Say^ JEconomie FoUtique, Tom. ii, 
p. 480, Ed. 4em©. 



AiKT. 13. — Pbeviouslt to describing the theoretical construction of a 
Benefit Building Society, or any other similar association, a few remarks 
will be necessary respecting the principles of compound interest, on which 
the rates of subscription are supposed to be based, so that th^ general 
reader may be enabled to judge of the manner in which the advantages to 
be derived from these institutions are attainable, and to appreciate the 
influence, which the practical contingencies, examined in the succeeding 
sections, may be expected to have on the results produced by a mere 
theoretical investigation of the subject. 

It would be irrelevant to the object of this work, to enter into the 
doctrine of interest further than is necessary to elucidate and explain 
the nature of Benefit Building and other Investment societies ; we shall 
therefore confine ourselves to a few general outlines and illustrations. 
The reader, who is desirous of more extended information, is referred to 
Treatises specially devoted to the science, and to the Mathematical Appen- 
dix at the end of this Volume, where he will ^find the subjgjcj, treated 
analytically. : : r*-.:// :%:\ 

c 
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14. — ^It iB the ctUBtom in all civilized countries, that one person bor- 
rowing a sum of money from another, should pay him periodically for its 
use a certain consideration under the name of Interest. This consi- 
deration yaries in amount according to the nature of the security given 
for the loan, the state of public monetary affairs, and occasionally other 
circumstances. In order to simplify commercial transactions and estab- 
lish a standard of measurement for them, annual rates of interest have 
been formed, varying from £1 upwards for every £100 borrowed. This 
interest, although specified nominally as an annual rate, is payable at 
such regular periods as are agreed upon, either by anniial, half-yearly, 
or more frequent equal instalments, each periodical payment being, how- 
ever, always proportional to the annual rate. 

The rate of interest, that a lender may legally demand or receive for 
the use of his money, was formerly limited in England to five per cent, 
per annum, although special exceptions were made for the investments of 
building societies and similar institutions. It does not seem clear for 
what reason the rate of five per cent, was selected as the limit allowed ; 
and the growing opinion that the existence of such a limit was the 
occasion of more injury to commercial affairs, amidst the fluctuations of 
public confidence, than it had produced good by the restraint imposed 
upon usurious practices, gave rise in 1853 to the repeal of all Laws 
against usury. 

SIHPLE Aim COMPOTJKD IFTEBSST. 

15. — In treating of the advantage derived by investlig money, it is 
important to distuiguish between Simple and Compound mterest. 

If the sums received by the lender from time to time on account of 
interest are placed by him in similar investments, as so much new capital, 
it is obvious that he not only realises interest on the sum originally lent, 
but also on its interest, thus increasing materially the advantage produced 
by his money, for which he is consequently said to be receiving cofnpound 
interest. 

The same would be the result, if the borrower, instead of actually paying 
the interest when it became due, were allowed to increase his debt 
thereby, with the understanding that the whole should be paid off in one 
sum at the end of the time for which the loan was made ; the borrower 
undertaking to place his creditor in the same pecuniary position as he 
would have been in, had the instalments of interest been actually pcdd 
periodically and themselves reinvested. 

If, hoiK^ever, instead of supposing the interest, which should have been 

paid fronjltnjnKt^iiJimo; to be reproductive, the borrower were only bound 
* • • • * •.* \ .* 
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to pay the sum of the periodic instalments on the original amount lent, 
without anything additional for their non-payment at the epoch when 
they became due, — ^then he is said to be paying only simple interest ; for 
example : —  

Suppose £100 were borrowed for four years af the annual rate of five 
per cent, simple interest, which is to be paid at the end of the fourth year 
with the loan, then the amount payable at that time would be £100 and 
four times £5, or altogether £120. 

16. — ^The way compound interest accumulates will be seen by the fol- 
lowing example : — Suppose A lends B £1000, for fourteen years, at five 
per cent, interest, payable annually at the end of each year. At the 
end of the first year A receives from B £50 for interest, which he rein- 
vests by a further loan to B, or to some other party. The amount 
altogether thus lent is then £1050. At the end of the second year A 
receives £52. 10s., as interest at five per cent., which he again lends out 
immediately, making his total investoient £1102. 10s. At the end of 
the third year the interest received upon this loan of £1102. 10s. is 
£55. 2s. 6d., which, being also lent out, causes the total sum reinvested 
to be £1157. 12s. 6d., on which, at the end of the fourth year, A again 
receives interest, and so on, until the end of the period, the advantage 
derived from these repetitions of investment increasing every year. 

In this example we have seen that the lender in three years clears 
£157. 128. 6d. in the shape of interest on the £1000 originally lent, which 
is £7. 12s. 6d. more than he would have obtained by simple interest In 
the same way if we refer to Table 4, which is formed on the above con- 
siderations, it is found that at the end of fourteen years the £1000 would 
amount to £1979. 18s. of which £979. 18s. arises from compound interest, 
being £279. 18s. more than at simple interest. 

17. — As in the practice of the societies which form the subject of this 
work, interest is always supposed to be compound and not simple, we will 
confine ourselves to remarks on the various results appertaining to the 
realization of the former, premising that whenever the rate of interest is 
mentioned, it always signifies the yearly tk\», whether it be actually paid 
once in the year, or in portions at more frequent intervals. 

18. — Bespecting tables of interest and the preceding example, it should 
be observed, that the calculations are only true, supposing the money, 
which is received yearly, or otherwise, as interest, to be immediately trans- 
ferred to some investment producing the same rate of interest, and in as 
frequent instalments as the original investment did. The loss of a day 
fidsifies the calculations, and neglect of this most importa^j; ^sorideration 
is the cause of the frequent discrepancies wl^ci {is!'^ s4ilc between 
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valuatioiui made on theory, luid those coneistent with the drciunstaiicea 
of actual practice. 

19. — In commercial transactions, interest is more frequently due half- 
yearly than yearly, ai:\^ sometimes quarterly or monthly, which materially 
increases the amount to which a sum of money will accumulate iu a given 
timei since the instalnfents of iuterest are then susceptible of more fre- 
quent iuvestment themselves, as so much new capital bearing interest. 
One iQstance will prove this : — Suppose £1000 were lent for one year at 
five per cent, rate of interest, payable 'half-yearly. At the end of six 
months the lender receives half a year's interest, or £25. This, if invested 
immediately, will itself produce, in six months, 12s. 6d. interest, or the 
lender wiU, at the end of the year, by his investment of £1000, have 
made 50Z. 12«. 6^., instead of the £50, which he would have received had 
the interest been payable yearly. 

The greater advantage derived by the receipt of interest in equal instal- 
ments, more frequently than once a year, is shewn in Table 5, where is 
given the actual interest, realised at the end of a year, corresponding to 
various nomiual rates, according as it is paid hidf-yearly, quarterly, or 
monthly, or even by shorter intervals of time. When interest is supposed 
due at the end of every moment of time, it is said to be momentaneous, 
and this hypothesis, to which other rates can be reduced, gives rise to 
several curious investigations, which are discussed at length in the 
Appendix. See also Tables 6 and 7. 

20. — ^In cases where the nmotmt of a sum is to be determined for a 
period of years beyond the limit of the tables which are used, the results 
given in them may yet serve for the purpose. 

Example : suppose the amount of £100 in thirty yi^ars at five per cent, 
compound yearly interest is dfesired. Ascertain the amount in twenty-five 
years by Table 7, and then by rule of three determine what the sum 
produced at the end of twenty-five years will accumulate to in five years 
more ; or what is the same thing, the amount of £1 in thirty years is 
equal to the product of the respective amounts in twenty-five and five 
years. The multiplication is very easy when decimals are used. 

Thus in twenty-five years at five per cent. £100 amounts to 338Z. 12*. 
M. Again in five years £100 would amount to 1211. 12*. 6J., therefore 
in five years 338Z. 12*. Sd, will amount to 432^. 3*. lO^^.— or the amount 
of £100 in thijfcy yearsis 432^. 3*. lO^^., which is shown to be correct by 
Table 4. 

The General Theorem is : — 

The cmount of£>l, in arvy given number ofyears^ is eqtml to the product 
of the respective amounts of £1 in any two or more periods of years, into 
which thei*^ifenfiimlteti can he separated. 

2**: *: V •./ 
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21. — If a person be entitled to a certain amount at the end of a given 
time, and wisli in its stead to take its equivalent value at present, the 
sum, wliich he ought to receive, is termed the present value of the amount 
in question, and the difference between the two is called discount. The 
discount will be less or greater according as the sum due is discounted at 
simple or compound interest. In ordinary mercantile transactions, to 
avoid the necessity for tables, it is usual to charge a discount, equal to 
the simple interest on the whole debt, for the time that exists between 
the present and the day on which it is due. Thus if the amount be £100, 
and there remain two years before it is due, the discount at five per cent, 
pate of interest wiU be £10 : for eighteen months it will be 71, 10#. 0^., 
and similarly for other periods. This is sufficiently accurate for the 
practical purposes of commercial affairs, and in fact is the only way in 
which the necessity for separate calculations on every occasion can be 
obviated ; but for debts extending over a large number of years, such a 
method of computing the discount would give a result, which would be 
much too large. When money is correctly discounted at a certain rate 
of compound interest, the present value is such a sum as will, if invested 
at once at the same rate, accumulate at the end of the given time to the 
amount due. 

Discount, therefore, being the inverse of interest, we have this fact, 
corresponding to the one mentioned art. 19, that : — The present value 
of a sum due at the end of a given time, is less in proportion to the 
greater frequency of the periods, at which the interest is supposed to be 
due. 

Example : The present value of £1000, due in five years and discounted 
at the rate of 4 per cent, compound yearly interest, is 821Z. ISs, 6d, But 
if the interest be calculated as* due haJf-yearly it is S201, 7s. Od.y and 
similarly it is less if calculated as due quarterly or monthly. 

-Tables, which give the amounts to which a present sum will accumulate, 
wiU serve inversely to give, by rule of three, the present value of a sum 
due at the end of a specified number of years. 

For if £100 amount at 3 per cent, yearly interest to 1151. IBs, 5d. 
in five years (see Table 4), then £100 is the present value of 
1151, ISs 5d. due five years hence. Therefore, by rule of three, 
86Z. 5s. 4id. is the present value of £100 due five years hence. 

22. — The important theorem in Art. 20 holds also for present values, 

23. — A table of present values is worth attention. (See Sec. 2 Appen- 
dix.) If two rates of interest be followed down the table, and iihci^difference 
of the present values of £100> at those rates of iiJte^r^i^Se S^^rsured, it 



14 ov AmnrmsB, 

will be Been that there is a period, at which the difference attains ankurt- 
mum. In other words. If one person A obtain a present loan or advance 
from another person B, in return for whidi he is to pay him a sum S in a 
certain number of years ; and A, out of the money he has received, lends 
a smaller sum (though deducting a higher rate of interest) to a third party 
C, from whom m repayment he is also to receive a sum S, which will 
enable A to pay his debt to B : then the immediate profit derived by A 
will be greatest^ if he select the proper term of years for his transaction. 

GS AJSrSVJTIEB OB rSBIODIC PATMEHTS. 

24. — Having explained the operations, by which a single sum changes 
its value, under the influence of interest in the course of time, we will 
proceed to shew, what is the result, when several sums are taken together 
into consideration. Akhtjitt is a term applied to the periodic payment 
of money at fixed intervals. It is said to be a yearly, half-yearly, quar- 
terly, or monthly annuity, according as the periodic payments are made 
once a year, or in two half-yearly, four quarterly, or twelve monthly equal 
portions. Annuities are also termed certain^ if payable for a definite 
number of years ; but contingent, if their duration depend on adventitious 
circumstances, such as the existence of one or more lives, in which case 
they are called Life Annuities. We will confine our attention to the first 
kind, in which there are only two fundamental questions requiring special 
examination, from which every problem relating to annuities can be de- 
duced, premising that, unless the contrary is stated, the annuities are 
supposed payable at the end of each year : — 

Eirst, — What sum an annuity would amount to at the end of the time 
of its duration, if each periodic payment were to be invested and to 
produce compound interest : 

Secondly, — Whskt preeent ium paid down is equivalent to an annuity 
payable for a given number of years : 

These values will vary with the rate of interest supposed in the calcu- 
lations, and also with the frequency of the intervals, at which the periodic 
payments of the annuity, or instalments of interest thereon, are supposed 
due. It is obvious, however, that, first : — The amount of an annuity, at 
the end of the time during which it is to continue, is the sum of the accu- 
mulations of each periodic payment, improved at compound interest, from 
the date at which each was paid or due, up to the time of the expiration 
of the annuity. And secondly : — The present value of an annuity is equal 
to the sum of the present values of each of the periodic payments, dis- 
counted at compound interest ; each payment being separately discounted 
for the respective distance of time between the present and the date at 

which itrb'iities ••• • \ 
• • • ' ••' '. .' 
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25. — Since on annuity is strictly equivalent to its Present vakte, the 
party purchasing and the other selling being, as £Eff as the mathematical 
considerations go, in equal positions ; it follows, that the Amount of an 
annuity is exactly equal to the amount, to which the present value of the 
annuity would acciunulate, if itself were invested and improved at the 
same interest, until the end of the given number of years. 

Hence, when accurately calculated at the rate of interest agreed upon, 
the Amount and the Present value of the aonuity are each exactly equiva- 
lent to the annuity itself, and are thus equally applicable to the affairs of 
life, the one being frequently exchanged for the other. Thus, a debtor 
may clear off a given sum now due, by paying to his creditor, either an 
equivalent annuity for a certain number of years, or its amount at the end 
of that time; and a land-holder, whose estate is charged with an annuity, 
can compound for it by 'giving a present sum in cash. 

As an exajnple : — referring to Tables 10 and 11, we see that at 7 per 
cent, rate of yearly interest, the present value of 8Z. 8«. Od.^ paid at the 
end of each year for ten years, is nearly £59, and also that the amount of 
8Z. 8«. Od, a year at the end of ten years is 116Z. 1«. 2d. ; moreover Table 
4 shews that the single sum £59 improved at 7 per cent, compound in- 
terest for 10 years gives the same amount, proving that the three are 
equivalent to each other ; or in other words, supposing two men each to 
undertake to pay 8Z. 8«. OJ. at the end of each year to a society for ten 
years, and that one desired to receive in return the present value of his 
ten years' payments, while the other determined to wait for his share until 
the end of the time, they would both be fairly treated, in respect of their 
- subscriptions to the society, if the one received £59 at once, and the other 
116Z. It, 2d. at the termination of the annual payments. 

The same reasoning applies to annuities of larger or smaller amounts 
for different periods of duration, and a society receiving, as in the above 
example, annuities from its members and paying to some their present 
value and to others their ultimate amount, is on the general principle of a 
Benefit Building Society. 

26. — The whole theory of annuities cannot be explained without some 
analytical investigations, such as will be found in the Appendix. Por 
practice. Tables 10, 11, and 12 may be used, in which are given, for 
various rates of interest, the amount and present value of an annuity of 
£100, payable at the end of each year, and the annuity which £100 will pur- 
chase. These tables, however, will serve for annuities of other amounts, 
and they may be adapted when the annuity is paid at the legvnning instead 
of the end of each year. 

27. — ^If the annuity be supposed payable half-yearly or quarterly, or 
monthly as in Building Societies^ some modification is. necessary in the 
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tables, tlie nature of wUeli is explained in the Appendix. But it is clear 
that : — A smaller aimuilr^ ought to be paid during a specified number of 
years, in consideration of a giyen present, sum, debt, or purchase-money, 
in proportion to the greater frequency of the periods, at which the equal 
portions of the annuity are to be paid. Similarly : — ^The accumulated 
amotmt of an annuity, at the end of a given time, increases with i^efre- 
queney of the intervals at which the instalments are paid. 

28. — ^It wiU be observed that : — ^For a given annuity, the amownt at the 
end of a given number of years will increase with the rate of interest at 
which the money is supposed invested. And inversely : — ^The hirger the 
accumulation promised in return for the subscription of an annuity for a 
stated time, the higher will the rate of interest be, at which it must be 
invested. Hence, the fir^t point to be thought of, when an accumulation 
is promised for an annuity paid, is : — Can the necessary rate of interest 
be obtained ? Can every instalment of the annuity be immediately and 
continually invested throughout the whole time, at the rate required ? 

Thus for example : — £6 a year will amount to 82 Z. ISs. nearly, in ten 
years, at 7 per cent, rate of interest. But in order that £6 a year may 
amount to £120, the rate of interest required is 14^ per cent. (See 
Appendix.) 

Again, that £6 a year may amount to £140, or £3 a year to £70 in 
the same time, the rate of interest required is nearly 18 per cent. 

29. — The number of years^ during which a given annuity is to be paid in 
return for a given present sum, debt, or purchase-money, increases with 
the rate of interest supposed to be paid. Inversely : — The advantage 
obtained by a borrower, who pays a certain annuity in return for a loan, 
diminishes as the number of years increases, Example : — If a borrower 
pay 8Z. 8«. Od, a year diuring ten years for a loan of £59, he is paying at 
the rate of 7 per cent, compound y^or^ interest, but if the time be in- 
creased to 13 years, the rate of interest will be about 10^ per cent. 

30. — On comparing Table 4 with Table 10, it will be seen that The 
d'^erence of two successive values of the annuit-y-tdble o/* amounts is equal 
to the sum given in the table of single amounts j^ the lesser number of 
gears. Example : — 

The amount of an annuity of £100 

in eleven years, at 5 per cent. = £1420*67 
Ditto ditto in ten years... = £1257-78 

Difference = £162*89 



which is the amount oi 9, single £100 at 5 per cent, by Table 4. So that 
Table 4 might in fact be calculated from Table 10, if that were given. 
The converse holds iot present values^ see Tables 9 and 11. 
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31. — If annuity payments be deferred for a few years, the present value 
and the amotmt of such an annuity can be easily deduced from the tables 
for immediate annuities. For instance, the present value of a deferred 
annuity of £1 for ten years, at five per cent, (the first payment to begin 
at the etid of five years^) is equal to the present value of the immediate 
annuity : — viz,, £7*7217 for ten years divided by the amount of £1 for 
four years, or by £1*2155. The answer is £6-3527. 

ON THE DOTJBLINO OP MONET. 

32. — When a sum of money increases to double its value by the accumu- 
lation of compound interest, the analytical investigations assume a peculiar 
form, from which we have deduced the following theorems as bearing on 
the system of many Benefit Building Societies : — (See Appendix,) 

1. — For all rates of interest not exceeding 10 per cent.: — The number 
of years, in which a single sum will became double in amount by the 
accumulation of compound interest, may be found by dividing 70 by 
the rate of interest per cent,, and taking that whole number which is 
nearest to the quotient obtained. 

* The accuracy of this theorem may be judged of by Table 8, but the 
property is valuable as famishing a simple rule and one easily remem- 
bered. Thus : — 

If the rate of interest ) then the number 
be 2 per cent. ) of years will be 
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*[M. Fedop Thoman, the editor of the last 'edition of " Inwood'a Tables," with 
others, have made use of this original theorem in their respective works without 
acknowledgment.] 
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When the rate of interest is higher than 10 per cent., a larger dividend 
than 70 must be taken. 

2. — The amount of an annuity of £1, in the exact time in which a 

tingle sum would double, is equal to £100 divided by the rate of 

interest per cent. 

Thus, at 5 per cent, money will double in 14 years and a fraction, and £1 

a-year jfor the same time wHl amount to £100 divided by five, or £20, 

which agrees with Table 10. 

88. — From theorems 1 and 2 we have : — 

8. — Jff*a sum of money he borrowed for such a time^ that^ if unpaid, it 
would become doubled by the accumulation ofcompownd interest, then 
the debtor can liquidate his debt with interest in that time, bi/ an an- 
nuity equal to twice one yearns interest on the sum borrowed: — If the 
time be a certain number of years and days, the last payment of 
the debtor will be a fractional portion of the year's annuity, pro- 
portionate to the fractional number of days. 
Thus, if £60 be borrowed for 14 years 76 days, (which is the exact time 
in which money will double at yearly 6 per cent.,) then the debt can be 
repaid, including pnncipal and interest, by an annuity for that time 
after the rate of £6 a year, since £3 is the interest on £60 at 5 per cent. 

Again : — If £60 be borrowed for 10 years 90 days (the exact time of 
doubling at 7 per cent.), then a yearly annuity of 8/. 8*. for that time 
will repay principal and interest — 4Z. 4*. being one year's interest on £60 
at 7 per cent. 

If the above annuities were paid in monthly instalments of 10s, and 14s. 
the debts would be repaid in very nearly fourteen years and ten years 
respectively. 

4. — The interest, at which money will double in a given number of 
years, is nearly equal to 70 divided by the number of years 

5. — If two equal sums be invested for the same time, the one at 
simple, the other at compound interest, the former will increase 
70 per cent, in the time in which the latter will double ; or, what- 
ever be the rate, the advantage in the time of doubling wiU be 30 
per cent, in favour of compound interest. 

84, — The results obtained by means of the above theorems become more 
accurate, when the instalments of interest or annuity are due more often 
than once a year, and, in the case of monthly payments, they are found 
to differ but very little from the real values. The exact degree of approxi- 
mation afforded by these theorems we have examined in the Appendix, to- 
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gether with the ffenerul extension, of which they €tdmit, to the €€t»e of money 
increasing to several times its original value. One is most important : — 

If a sum of money be borrowed for such a time, that (if unpaid it would 
amount toj^fold its original value) then the annuity which would pay it 
off, principal and interest in that time, is equal toy* divided by^ less one, 
times one year's interest on the debt. Or : — 

7}he amount of an annuity of£l (accumulated at compound interest^ i per 
cent., during the whole time in which the single sum £1 would accumulate 
to £f) is equal to £ ioo (/-D 

35. — The Appendix also contains other theorems, which have been 
deduced, relating to various interesting points in the working of Compound 
Interest. The. results in some instances, however, are obtained only by 
the aid of analysis of a somewliat high order. At the end of the practical 
Section 4, will be found the •Formul© for calculating tables for the allow- 
ance of interest, in case a society undertake to receive occasional deposits, 
with powor to the depositor of withdrawing the whole or part of the sum, 
under certain conditions. 



OHAPTBE III. 

ON BENEFIT BUILDINGh SOCIETIES AS ORIGHNALLY CONSTITUTED. 

Section I. 

The theoretical principles of a Terminating Society. 

[ ' A minute inquiry into the various systeme of these associations has confirmed an 
opinion f suggested hy previous experience y ihaij among other defetfts^ one stands 
prominent as the fatal obstacle in the way of their success, arising from the almost 
universal condition^ hy which the existence of a Benefit Building Society is limited to 
a specified number of if ears,* — See Preface to First Edition of Treatise on Building 
'Societies.] 

Art. 36. — ^Benefit Building Societies are generally founded with the same object, but 
carried out with yarious modifications. They are now diyided into two distinct classes : 
the one terminating^ the other permanent, A terminating society is one, which it is 
intended to close at the end of a certain period, when all the shaies of the members 
haT« realized their full amount. In a permanent society it is mmely the membership 
of a shareholder that terminates at the end of a fixed number of years, (when he receives 
the full Talue of his shares,) the society itself continuing. Whicheyer system be 
adopted, the object of a Building Society is still the same, namely, as we haye stated 
in Chapter 1, to enable indiyiduals to associate together aind unite their subscriptions 
from time to time in one common fund, some for the simple purpose of placing a por- 
tion of their incomes in an adyaniageous inyestment, others with the yiew of borrowing 
money, by which they may purchase houses or other similar property. 

But, in order that one man may borrow, there must be others who lend. To induce 
a person of limited means to lay by periodically a portion of his income merely as an 

* [The principle referred to is analogous to the feature of Life Assurance deno« 
minated " I)epostt-Assurance," which was introduced by the Author some years ago.] 
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invetting member, some strong incentire must be held out, and the only one that has 
been found suooessful, is to offer him a high rate of interest for the use of his money. 
The legislat^ire, being aware of the force of this consideration, and of the importance 
of remoring any obstacle at that time existing, passed the Benefit Building Society 
Act of 1836, in which the following clause was specially introduced : 

" And be it enacted. That it shall and may be lawful to and for any such society to 
** hare and receire from any member or members thereof any sum or sums of money, 
** by way of bonus on any share or shares, for the priyilege of receiving the same m 
" adyanoe prior to the same being realized, and also any interest for the share or shares 
" so reoeiTed, or any part thereof, without being subject or liable on acoount thereof, 
" to any of the forfeitures or penalties enforced by any Act or Acts of Parliunent 
*' relating to usury." So that, m other words, the society might charge its borrowing 
members, under the name of bonus, any rate of interest upon a loan which it might 
deem advisable ; and though this clause is now rendered unnecessary by the repeal of 
the Acts relating to usury, it serves to show the intention of the legislature. 

87. — In this chapter we shall examine the character and deficiencies of Terminating 
societies, and in the next enter upon the question of the merits of their successors on 
our principle of Permanence. 

The minority of the terminating building societies announce at the time of their 
formation, that their shares are a fixed sum, usually £120, to be realised at the expira- 
tion of a given number of years, by which time, it is expected, the association will 
terminate with that result. The number of years is generally 10 or 14, although some 
societies exist whose expected duration is 11 or 13 years, and some in which the amount 
of the shares is £50 or £100. The subscriptions of the members are a few shillings 
a month per share, varying with the number of years calculated as the probable 
duration of the society, but not allowed by the statute to exceed 20 shillings per share, 
and the Investing or non-borrowing members are promised the amount of their shares 
at its dose. The subscriptions are received at monthly meetings, and, with as little 
delay as practicable, are lent to those members, who wish to become Borroi^ers, and 
to obtain a loan in the shape of a present advance on each share they hold or take up, 
in lieu of the amount, which they would otherwise receive at the end. The Bum. 
advanced per share of course depends upon the number of years, that remain between 
the time of borrowing, and the date at which the society is expected to terminate. 

38. — To explain this we will take an example ; but it must be first remarked, that, 
in most of the associations at present existing in the United Kingdom, which have any 
principle of reasoning for their guide, one of two rates of interest has generally been 
adopted as the basis of their calculations i their expected duration being consequently 
different. These rates are 5 or 7 per cent, per annum ; but the interest, though taken 
at a nominal annual rate, is supposed to be realised at the end of each month, 
instead of at the end of each year. In practice many difficulties, to which attention is 
drawn further on, oppose the actual realisation of interest monthly ; yet, for the 
purpose of an example, the question may be treated theoretically, as if no such 
impediments were in existence. 

Let the case be that of a 14 years terminating society, formed on a basis of- 5 per cent, 
rate of interest, and consisting of shares of £120 each, on which every member pays 
10s. at the beginning of each month, during 14 years. This sum is assumed, because 
such a monthly annuity would, at 5 per cent, rate of interest supposed realised monthly 
and continuously invested and reinvested, accumulate to £120 at the end of nearly 14 
years ; hence £120 is the amount that a non-borrowing member would be entitled to 
receive at the close of the society. 



1 
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On ihe other hand it is known, that £60 cash, inyested at 6 per cent, rate of com- 
pound monthly interest, will accumulate to £120 in nearly 14 years. If then a member 
should wish to discount one share and take its present yalue at the beginning of the 
society, he would be entitled to receive £60, in consideration of his subsequent monthly 
payment of 108.,'Or £6 a year for 14i years. Similarly, should he desire to borrow £dOO, 
or 5 times 60, he would have to make payments on 5 shares, amounting to £30 a year. 

As the society progresses in its existence, the nimiber of remaining months, oyer 
which a borrower's payments can extend, diminishes ; so that the amount of adyance 
per share, which a member would be entitled to receiye, if he wished to borrow at a 
later period of the society than the beginning, would depend upon the date of his first 
becoming a subscriber. If he had entered only just before receiying a loan, the amount 
of adyance per share would merely be the discounted present yalue of his future 
payments ; but if he had been a subscriber for some months preyiously, then, in 
addition to the allowance for his fature subscriptions, he would abo be entitled to a 
sum arising from his past payments. 

Thus, for example : — In the 14 years society in question, a member whose subscrip- 
tions are 10s. a month, or £6 a year for each £120 share, if he wished to borrow in the 
first month of the 7th year and had been a subscriber from the beginning, would receiye 
42^. Is. ld» on account of his past payments during six years, and 38^. 19«. 8d, in 
consideration of his fature subscriptions, making altogether 81/. 09. 9d. We quote 
one of the societies on this plan, but this can easUy be proyed correct by means of a 
monthly compound interest table. 

But if the borrower had only just become a member at the beginning of the seventh 
year, and did not pay up any arrears or back subscriptions, he would merely be entitled 
to 38/. 19s. Bd. as an adyance, in consideration of the payment of £6 a year, to be 
made by him during the remaining 8 years ; and, imder such circumstances, it is seen 
by rule of three that to obtain a loan of 81/. Os. 9d., he would have to pay 12/. 9s. 6d. 
a year during the 8 years. So that in fact, the nearer a member, at the time of his 
first joining, or taking up the required number of new shares, and then borrowing, is to 
the epoch at which the society is eipected to close, the larger will be his payments in 
return for a giyen loan. As a second instance, it would be found that, although a 
member, who borrowed £300 at the commencement, would merely pay £30 for 14 years, 
yet, if he took up the shares at the beginning of the 9th year and obtained the same 
loan, without payiug up any arrear-subscriptions, he would then haye to pay 59/. IBs, 
for the remaining 6 years. Such a high rate of repayment becomes yery incon- 
yenient to members of limited means, who wish to borrow money for the purchase 
of house property, not at the beginning, but, when they haye for some time been mem- 
bers ; and the difficulty increases more and more, with the progress of the institution. 

39. — The preceding is an example at 5 per cent. Societies formed upon the basis of 
1 per cent, rate of interest are expected to last only 10 years, and on this supposition 
there exist a great many. The amount of the shares to be realised, at the end of such 
a period, is usually, as before, £120, for which the members pay 14s. a month for 10 
years. This rate of payment is adopted, because such a monthly annuity would 
amount to £120 at the end of nearly 10 years, supposing each monthly payment imme- 
diateljff as it is received, invested at 7 per cent, compound interest, calculated also as 
realised monthly. 

Again : — since £60, if similarly invested at 7 per cent., would, with its accumulations 
from compoimd interest, amount to £120 at the end of nearly 10 years, it is obvious 
that a member effecting a loan upon a share at the beginning, and receiying £60 as its 
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present Tilne, would be in an equitable porifcion with regsrd to a non-bonowing 
member, who waited lor the full ytlue of his share or £120^ at the termination of the 
society. 

40. — Other associations exist founded on other rates of interest, as 6 or 8 per oent., 
and of different expected periods of duration. The principle of calculation, howerer, 
is the same, and the same remarks applj to all, whaterer be the late adopted. The in- 
tention of each is to gire to the inrestors the amount of their shares in full, at the^ close 
of the number of years representing the probable duration of the society ; and through- 
out its existence to inrest the funds, from time to time as ooUected, in the shape of 
discounted advances to any of the members who wish to borrow. The amount of 
advance per share being supposed proportionate— JVr«^ : to the wmmhor of yeam or 
mouths that the borrower htu alre€tdy been aeubeeriber; and Seeomdkf : to the wm- 
expired timet which remaime between the epoch, at which he obtmitu the loam, and ^ke 
expected date of the termination of the aesociation. 

41. — Sudi is the system of the superior dass of terminating Benefit Building Socie- 
ties, but it must not be supposed, that all or eren the greater number were established 
on such accurate principles of calculation. This unfortunately was not the case. By 
far the majority were based on rates of subscription fundamentally unsound, and, in 
their subsequent dealings, both with the inrestors and borrowers, proceeded on assump- 
tions, which cannot be justified by theoretical or practical reasoning. Of this the next 
section will contain a few instances, which preyailed in seyeral hundreds of the societies 
established at an early period, and are selected not as being by any means the most ex- 
travagant of the number, but simply from the extent to which they were adopted. 

The defects* in most cases are so numerous and varied, and in each individual 
society bo interwoven one with another, that it wOl be necessary for the better separa- 
tion of ideas, and in order to enable the reader fully to understand the details into 



* [In the State of Massachusetts, Building Societies have been in operation some 
years under the title of Loan Fund Associations, but as most of them are founded on the 
tcrDiinating principle, their career has not been prosperous. The Insurance Commis- 
sioners of the State, who are charged with Bupervision of these institutions, made 
the following remarks, in their Beport of 1862 : — 

" There seems at present no probability that the number of these organizations will 
increase. Most of those now existing will soon dose by their own limitation, and per- 
haps the rest will also cease from the fact that their structure is not stable enough to 
stand the pressure of these times. In a few years they may be remembered by some 
only as a sclieme by which sharpers absorbed the money of the simple, and by others 
as an unsuccessful if not an unfortunate experiment." 

The Commissioners, however, proceed to remark, " That in spite of the inherent defects 
of these Associations, and the abuses in practice, thev have had a large degree of use- 
julness, and have demonstrated, perhaps even better than if they had been better oon- 
f tructed, the value of the prindple of repctying loane by email monthly instalmente. 
It has been impossible for us to ascertain with exactness, but we have no doubt that by 
means of them not less than one thousand families in Massadiusetts now enjoy homes 
of their own, who would otherwise have been rolling about as tenants from one land- 
lord or boarding-house to another, or have left the State in disgust to find a home in 
the wilderness. Though the machinery has not worked smoothly, it has turned out 
an article of inestimable value." 

Twenty-eight of these Societies are still in existence, having lent £670,000, and hav- 
ing lost only £3,000 upon realization. The largest amount lent to one member in any 
Society is £2,350 ; and some have never lent more than £200. The aggregate existing 
capital of the several Societies is £160,000 : and the annual expenses of management, 
£8,000.] 
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which we are about to enter, that we should endeayour to introduce some classification 
among them. The chief heads under which they may be resumed are as foUows : — 

1. — Inaccuracy in theory : such as erroneous rates of subscription, &c. 
2. — E*ractical causes, which nullify the results obtained from accurate theory : such 
as loss of interest, the expenses of management, &c. 

3. — The pecunicMy Iom inseparable fiom the condition of termination. 

4. — The great inconvenience caused to individual members by the terminating 
system : such as fhe difficulty of withdrawing at the time when a member may desire 
it, or of effecting the redemption of a mortgage on equitable terms, &c. 

5. — Losses through mismanagement : tIz., From inattention to the sufficiency or 
soundness of security accepted for inyestment; or, from the consequences of inaccu- 
racy in balance sheets, &c., &c. 

V 

Some of these defects will be explained by themselyes in the next section ; others, to 
avoid the necessity for subsequent repetition, wiU be considered by way of contrast in 
the chapters, which treat of the advantages of the permanent principle and the prac- 
tical working of building societies. 



Section 2. 
* Societies on erroneous principles. 



42. — FirH hutanee: — Societies have been established, proposiag to last 10 years 
only, and sometimes for a less period, the shares of which are £120, and the payments 
of the investors 10s. a month : that is to say, for a subscription of £6 a year during 10 
years, or a total payment of £60, a member is promised £120 at the end of that time. 

Now, in order that the payment of £6 a year may accumulate with compoimd 
interest to £120, in the course of 10 years, a rate equivalent to 14i per cent, yearly 
interest must be realised ; and unless the subscriptions are continually invested and 
re-invested at this rate, the promised results are impossible ; of this the reader may 
satisfy himself by referring to the mathematical appendix. 

The borrower's repayments, however, do not bring hito the society a higher rate of 
interest than 7 or 8 per cent., and in some cases much less ; for the same prospectuses 
state, that '^ a member desire an advance in the first year, he will receive £60 on each 
share, (sometimes only £65,) in return for which he will have to pay l^s. a month, or 
8/. 8#. Od, a year, for the 10 years, the extra 48. being usually charged under the 
name of redemption fee. A reference to a compound monthly interest table, will shew 
that the actual interest produced by these repayments, which include principal and 
interest, is between 7 and 8 per cent, per annimi. The advances also, made in 
the second and subsequent years of the existence of the association, are in the same ' 
p]X>portion ; — consequently, the subscriptions of the members are incorrectly calcu- 
lated to the large amount of nearly 7 per cent, annual rate of interest, even although 
the borrowers pay so high a rate as 8 per cent. Hence it foUows, that the promised 
results cannot he realised. 



* The attention of Trustees and Directors is requested more particularly to the 
remarks contained in this section. 
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The aboye assumes Uiat the monihly receipts are also re-inyested monthly. Such in 
reality is not the case. Indeed, eren if a society of this kind were to experience no 
pecuniary loss from any of the causes which will be examined further on, yet the 
result would practically be only as follows: — By Table 9, a yearly annuity of £6 
inyested continuously at 7 per cent, will accumulate to 82/. 18«. Od. in 10 years ; 
leaying a deficit of 37/. 2s. Od, per unadyanced share, or nearly one-third* of the 
promised amount, at the epoch of the expected termination of the society. 

Again,* eyen supposing the borrowers should unwittingly consent to pay 10 per 
cent, interest for their loans, there would yet be a deficiency of 24/. 7s. 6d. ; since the 
amount of £6 a year in 10 years at 10 per cent, is only 95/. 12«. 6d. 

This remarkable instance of inaccuracy of rates is the more worthy of notice, as it 
preyailed with yarious other less important errors in a yeiy great number of Benefit 
Building Societies, and thus inyolyed the pecuniary welfare of many 8hareholder8.t 
There can be no doubt,*howeyer, that it arose entirely from ignorance, for the same 

* [Unjustifiably high rates of interest were preyalent among many of the earlier 
societies, from a mistaken interpretation of the Bules, and much injustice is still 
occasionally committed by the same means. For example, in some associations, the 
borrowers pay interest at 4 or 5 per cent, on the amount adyanced, pursuant to 
clauses similar to the following : viz., 

"payment of intebest. 

" 1. That any member haying receiyed his or her share or shares, shall 
pay interest at £5 per cent, per annum, on the amount borrowed, by equal 
monthly payments, such interest to commence from the time the money is 
adyanced or if the security for the same be not completed previously, 
then frvm the third month frvm the time of purchase, and to be subject 
to the same fines as for subscriptions in arrear." 

The obyious equitable interpretation of the preceding is, that the interest-subscription 
shall be after the rate of 5 per cent, on the whole simi borrowed, diminishing , if the debt 
diminish, in just proportion. For example, let the debt be £100 ; the borrower's pay- 
ments would comprise the ordinary subscription, and £5 a year or 8*. id. a month, for 
interest. As, howeyer, the principal of his debt is gradually liquidated in the period of 
the society's duration, it would not be fair to require him to keep on paying £5 a year 
for interest to the end ; inasmuch as, in so doing, he is practically paying sums in 
interest which increase the rate from 5 per cent, up to 50 per cent. Yet this has been 
perpetrated in many societies.] 

t [The following adyertisement, extracted from a weekly periodical, will serye as a 
specimen of popular credulity : — 

Immense success of Mr. *s Bvilding and Investment Societies. 

£,70 for every £30 Subscribed in a Fixed Term of Ten Years. 

NOTICE.— The Members of the BUILDINa AND INVESTMENT 
SOCIETY may now (the Second Year having terminated) receive the whole 
amount of their subscriptions with 18i per Cent, per Annvm Interest thereon. By 
order of the Board, 

(Signed) , Secretary 

Important to Persons desirous of Purchasing House Property. 

£1,000 wiU-be offered for Sale at the Secmid Meeting of the BUILDINO- 

AND INVESTMENT SOCIETY, on Thtjbsdat Eyenin©, the 9th of May next, at 
half-past 7 o'clock. — Interest payable by the Borrowers irova. 1 to 5 per cent (!). — The 
whole amoimt of the purchase-money and law charges advanced by the Society. — No 
arrears to pay — Fixed to close in 10 years certain. — Subscription, 5s. per Share per 
Month. 

From the great number of Shares taken at the First Meeting, this Society will be 
closed after the 3rd Meeting."] 
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prospectuses usually declared, that the annual rate of interest, charged from the 
borrowers, did not exceed 4 per cent. This last statement was possibly suggested by 
some misconception founded on the circimiBtance of the borrowers paying 48. a month 
per share more than the inyestors. 

43. — ><rhe Second instance is of a more complicated character, and was introduced 
with considerable pretension by its adTOcates as an improyed plan of a Benefit Building 
Society. 

The scheme professed to guarantee that the society shall positiyely not last more 
than 10 years ; that i. on-borrowing members, by paying 5s. a month, or £3 a year, for 
10 years, would be entitled to and receive £70 at the end of that time, which is £40 
more than the total amount of the 10 years' subscriptions ; also, that the borrower 
should receive as an advance on each share, if there were no competitors with him for 
the same loan, the total of the 10 years' subscription or £30, in return for which he 
was to pay 5s. a month or £3 a year for 10 years : or, in other words, that a member 
could borrow £30, and repay the whole, including principal " and interest," by ten 
payments of £3 extended over 10 years. 

If, however, there are several applicants for advances, then the prospectus stated — 
" That the funds of the society shall be put up to open competition ; and the same 
" shall be awarded to those members who shall offer the highest premium or interest 
" for the use thereof. By this plan the great evils, loss and uncertainty, attendant 
'' upon the rotation and balloting systems, are avoided. 

** That the premiums or interest shall be the only sum payable by the borrowers for 
" the use of the money that shall be advanced to them. 

** That the premiums bid shall not be deducted from the sum to be advanced, but 
" may be paid by equal monthly instalments, spread over the remainder of the ten 
" years. 

" This win be a very great accommodation to the borrowers, and is, in the opinion 
** of the Directors, a great improvement upon the old systems, under which the 
" premiums are deducted from the money to be advanced. 

** In order that the members may be guided as to the premiums they may safely bid 
" for advances of money, the following table is given, showing the amount of interest, 
" to which the prenviums from £3 to £15 per share will be equal for the ten years : — 
" namely, 

Interest "^ 
Pbemiums, IP GIVEN DrEiNG THE FiEST Yeab. cent. ^ ann. 

d. £. 8. d, 

Premium for an advance of £30, spread over the 10 years, will ") ^ c\ (\ 

be found equal to i 

ditto 1 

ditto 2 

ditto 2 

ditto 3 

ditto 3 

ditto 4 

ditto 4 

ditto 5 

" While such great benefits are secured to the borrowers, it will be seen that those 
" members, who allow their subscriptions to remain as investments, will receive, at 
** the expiration of the ten years certain^ a very large profit, amounting, it is calculated, 
" (from the facilities and encouragement affbrded to borrowers, and the certainty of 
" this society being always able to lend out its funds at a moderate rate of interest), to 
" nearly £40 per share, or £70 for each £80 subscribed in the course of the 10 years : 
'' thus shewing, that persons wishing to invest their small savings, and parents desirous 
" of securing a future provision for themselves or their families, will be able to do so 
" in this society with a vast deal more advantage and solid benefit, than they can by 
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" inTesting their money in life auurances, or depositing the Bame in eayings' banks, 
** which do not in any case allow more than 8 per cent, per annum interest, or not 
" above one-tehth of the estimated interest or profit to be gamed bv investing money in 
" this society r 

" This plan clearly proves that, although the inyestors (that is to say those members 
" who do not borrow money of the society) will probably more than double the eapital 
" they may invest in this society in the 10 years j the borrowers will gain considerably 
" more in the same time.'* 

We have quoted so much of this prospectus, because the system is one, that contains 
a variety of complicated errors common, unfortunately, to a considerable number of 
societies. 

It has been said, that the investors were promised £70, in return for 10 annual 
payments of £3. — This could not be effected unless the subscriptions were invested 
after the rate of 18 per cent, yearly interest, continously realized during the 10 years, 
by the constant investment and re-investment of the society's funds, in loans to 
borrowers. (See Appendix). 

Now the members who borrow, pay more or less, according as there is competition 
or not for advances. 

If there be no competition, a borrower gives no premium, and consequently, in 
obtaining a loan of £30 per share, has only to pay £3 a year for 10 years, or in other 
words, he has the loan without paying any interest for it. 

If there be competition, the highest premium he can pay on each £30 share is £16, 
spread over 10 years : he therefore obtains an advance of £30, for which he has to pay 
annually £3 subscription, and 1/. 10s. Od. instalment on his premium during 10 years, 
which is equivalent to paying nearly 8 per cent, rate of interest for the loan. [See the 
Tables at the end.] 

So that in the most favourable case the society would experience annually a deficiency 
of 10 per cent, rate of interest. 

If the premium or discount, which a borrower allows, be less than £15, the repay- 
ments made by him are smaller, and consequently the rate of interest obtained on the 
average is less than 8 per cent. Hence, while, on the one hand^ this ^Improved* plan 
undertook to guarantee to the investors a profit arising from the accumulations of their 
subscriptions at 18 per cent, compound interest^ yet^ on the other, it lent out the money at 
rates, which never could exceed 8 per cent., and in most cases would be considerably less. 

We pass over the other incorrect estimates advanced by the prospectus, respecj;ing 
the rates of interest, which are said to correspond to the various amounts of premium 
mentioned, as enough has been stated to prove the utter unsoundness of the plan. 

44. — A form of society has found some fiivour of lat€ years, in which the subscriptions 
of investing members are fixed at a trifling sum, such as one shilling a week, and no 
interest whatever is promised to them ; the attraction being the promise of a loan of 
large amount — £250 or £300 — to be balloted to the member, on which it is pretended 
he has to pay no interest. The rules provide, however, (cl. 25) that in addition to a 
repayment of 10 per cent, per annum on the loan for 10 years, the amount of the invest- 
ing shares shall subsequently be paid up by each borrowing member, and that the 
objects of the society shall not be treated as realized tiU each member has had an 
advance, which entails on all members the legal necessity of continuing their subscrip- 
tions till all are served with loans. The encouragoment to overlook this consideration 
on joining the society is a promise that " when the whole purpose of the society has 
been completed," all the subscriptions received shall be returned to the members. Any 
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person desiring a loan fiiom such a society, and not successful in getting one soon 
ballotted to him, has to ^purchase the right to an advance from some more fortunate 
member, who may not wish himself to use it. The price given for the right is measured 
by the necessities of the one party and the cupidity of the other, but it has the same 
effect to the member who borrows as if more interest were charged on tbe loan by the 
society, and the society as a body loses the profit obtained by the members who, through 
chance only, may have secured the right to an "appropriation," as such loans are termed. 
A system involving such a complication of errors and absurdities would have earlier 
broken down, but for the profit obtained on the shares of those members who withdraw 
disappointed. 

45. — Many other societies have been started, conducted upon various schemes, which 
are equally fallacious, and announcements in the public prints such as the following, 
were not unusual : — 

« From the peculiar advantages offered by this society, the investing members will 
** reap above 20 per cent, interest for the use of their subscriptions," &c., &c. 

And further on, the same advertisements assert — 

" That the borrowers will scarcely pay at the rate of 2 per cent, interest for their 
" loans." 

Agam — 

" It is calculated that those members who allow their subscriptions to accumulate at 
" compound interest till the close of this society, will receive about 25 per cent, annual 
" interest for the same, &c., &c. : and from 80 to 100 per cent, profit will be obtained 
" by those members, who purchase property with the money advanced to them by the 
" society." 

Such statements require no comment. 

46. — It is not necessary to extend our inquiry into the defects of other 
societies, as since our earlier publications, increasing knowledge on this 
subject has to a considerable extent prevented their formation. Our 
object in this place is rather to point out the general practical objections 
to t]je system of terminating societies altogether, than to rectify miscon- 
ceptions, which arise from ignorance. It is, however, worthy of notice 
that the tendency of new societies was to diminish the rate of contribution 
paid by the members, without making any corresponding reduction in the 
value of each share promised at the termination. Formerly a more secure 
principle was adopted, and the monthly subscriptions required on each 
share were much larger. For instance, in most of the old Liverpool and 
Manchester Societies, the shares were fixed at £150, and the monthly 
payments at 20s. per share. Hence, many succeeded in terminating suc- 
cessfully. The modem associations, however, diminished the monthly 

* [The following advertisement shows that the sale of loans is carried on system- 
atically by these societies : — 
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A PPROPKIATION.—£300 for" 10 years, without interest, in 

-^*- a Building Society, for SALE. Money ready to be 

advanced on freehold, leasehold, or for building purposes. . Re- 
payable £7 10s. per quarter. Also a £250,— Secretary^ 13, 
street."] 
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subscriptions one half, and yet took only £30 off the amount of the share 
to be realised. In general the statements, they put forth, did not depend 
upon principles deduced from sound knowledge or careful reasoning, but 
were rather the offspring of crude gueftses thrown out at random. The 
originators of the multitudinous variety of new and improved plans, pro- 
mising such large benefits simultaneously to each of the two classes of 
memberf , who alone constitute these societies, might, with as much pro- 
bability of success, devise a game of cards, at whichl all who played should 
rise up winners. They did not reflect that, although a fair and reasonable 
benefit may be secured to the investor by len<iing on equitable terms to 
the borrower, yet, any extra profit beyond this, which is promised to the 
one, can only be obtained at the expense of the other. 



SECTION 3. 

The leading practical objections to Benefit Building Societies as originally 

constituted. 

47. — Among the objections which apply to the majority of the earlier societies, there 
is one which is peculiar to those founded on the terminating principle : — 

In consequence of its being intended to close the society in a given wumber of gears, or 
as soon offer as practicable, the opportunitg for investment soon ceases, as the members are 
unwilling to borrow in the later years of its existence, when the period, ovei' whi^h a loan 
can extend, has become small, and the corresponding rates of repayi)ient m/ach increased. 

It is found by experience, and it is indeed a fact, which common sense would suggest, 
that it is almost impossible to find members who will care to borrow, when the first five 
or six years of any society's expected duration have elapsed. The monthly repayij^ents 
upon a loan, which is to be only for a short period, become too large to suit the means of 
the industrious classes, who are usually the shareholders of a Benefit Building Society ; 
and this difficulty increases to an insurmountable degree in the last years of the pro- 
posed term of its existence. For although a man, who borrowed £300 for 14 years in 
order to purchase a house, might contrive with comparative ease to pay £30 a year in 
addition to the taxes and ground rent ; yet he would probably be unable to pay 59/. 
18*. Od. a year if the loan were merely for 6 years, or 85/. 12*. 6d. a year if it were only 
for 4 years, and so forth. 

In ten-years societies the difficulty is still greater, as the terms for loans are much 
shorter. This circumstance creates therefore a cessation of investment, and consequently 
a loss of interest, which altogether nulUfiea the calculations upon the supposed truth 
of which the society was founded ; for it has been shewn that, even supposing the rates 
of a society accurately calculated, they can only prove correct, on the supposition that 
there is never any loss of interest on its funds, or, in fact, that all monies received from 
subscribers are continuously invested until the end. Hence this objection, which 
becomes greater and greater with the progress of the society, stands prominent as a 
vital obstacle. 
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Some societies attempt to obyiate the difficulty by a plan, which, in some measure, 
would be successful in preTenting this loss of interest, were it not that it entails another 
equally important objection relative to the expenses of the association. The plan 
alluded to con-iists in dividing by lot any balance of money existing at a meeting, where 
there are no borrowers, among those members who have not yet received advances on 
their shares ; so as to compel them at once to withdraw from the society, as far as such 
shares are concerned ; the amount paid, on this forced withdrawal of each share, being 
regulated by its value at the time of withdrawal, according to the rules. 

Such a measure, though necessary, adds to the general difficulties in the principle of 
termination, since it tends month by month, in a rate rapidly increasing, to diminish 
the number of the members of the association ; for in each successive month of the last 
years of its expected existence, the number of members, who desire to borrow, becomes 
less, and in the absence of applications for advances, the number of investors, or non- 
borrowers, who must be paid off, increases. Thus the society, which might otherwise 
have succeeded, rapidly sinks in importance, and the expenses and any deficiency offtmds 
which may afterwards be discovered, instead of being spread over a large body, have to 
be borne by the few, who are unlucky enough to remain to the end. 

48. — ^The following objections for consideration, although common to many societies, 
whether terminating or permanent, are nevertheless increased and aggravated when the 
institution is of a transitory character. 

First. — The interest is tisually calculated as likely to be realized monthly ^ whereas stwh 
is practically not the case. 

It is not possible but that, ^m the very beginning of any society's existence, some 
portion of its funds will at various periods remain unemployed for a time. Sometimes 
this takes place, because the balance in hand is not large enough to meet the purpose 
of any borrower particularly in the first year or two, when the subscribers are too few 
in number to raise quickly enough an adequate sum. Sometimes, on the contrary, 
when the amount required by the borrowers, whose names are entered, has been ad- 
vanced, there remains a sum which is not applied for. 

Now it has been stated, that the interest is generally calculated as produced monthly, 
which would require that there should never be even a day lost in investing the whole 
of the subscriptions, collected at each meeting ; and since this is practically impossible, 
it may be laid down as an axiom, that no society can be secure, whose rates of subscrip- 
tion are formed upon such a principle. It is not remembered, that although it is 
desirable to receive the subscriptions monthly, yet it is not safe to act upon the hypo- 
thesis of their being immediately reinvested, or of monthly interest being actually ob- 
tained, as such a mode of calculation reduces the rate of repayment, which it is necessary 
to charge to a borrower for a given loan. It is one thing to receive the repayments 
monthly, and another to assume in the calculations, that they will be as frequently 
reproductive of interest. In other words, the safety of any society depends upon the 
managers always having sufficient time, before the arrival of each of the calculated 
periods for reinvestment, upon which the tables are based, to complete the necessary 
details for preventing loss of interest, by investing all monies which are not required 
for the immediate purposes of management. This can ouly be secured satisfactorily, by 
making the ep )chs of monetary repayment in each year more frequent than the perioJs, 
at which allowance for interest is credited to the borrower in the fundamental calcula- 
tions. Hence it would be safer, at all events, if the interest were supposed paid quarterly; 
but, in order to remove any possible contingency from this soiirce, we consider that, in 
all calculations, which form the basis of the subscriptions, the interest should be assumed 
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as only realized annually and at the end of each year. The difference between this 
assumption and the actual result would be in fayour of the society, and useful for con- 
tingencies. 

49. — Whilst we are upon this subject, it is important to direct attention to another 
circumstance, which affects the accumulations expected to be realized from interest. 
In many o ' tho**e societies whose rules were certified before the Registrar liad been adyised 
that the borrowing of money was not in accordance with law, (See Legal Chapter) and 
in some of those whose rules contain no power for the purpose, there exists a practice 
of borrowing money from their bankers, for the temporary purpose of accommodating 
members sooner with adyances. This is often done at the commencement of the as- 
sociation, anl occasionally later in the course of its existence. If the sum charged by the 
bankers fjr the accouimo lation does not exceed the interest, which forms the basis of the 
society, and, as such, is expected to be paid by the borrowing members, then the trans- 
action is safe and highly adyantageous. But if the bankers charge 8 or 8i per cent, as 
at times lias been the case, while the society only receives 5 or 6 per cent, from its 
borrowers, then a loss must be experienced. Those societies, in which the Adyance-re- 
payments are founded upon a 5 per cent, rate of interest, ought to pay particular 
attention to this consideration. If money be borrowed from extraneous sources, and it 
is undoubtedly often necessary to do so, in order to carry on and facilitate operations, 
let care be taken that those members, who are benefitted by the accommodation, pay the 
extra charge. As at present, however, money can only be borrowed on the personal 
security of the Directors, an alteration of the law is urgently required. 

50. — Secondly. — The lossfiom the expenses of management. 

Whether the amount of monthly subscriptions from the members of a Benefit Building 
society be theoretically sufficient or not ; yet the promised results connot be realized, in 
consequence of the annual loss caused by the Expenses, which are not adequately pro- 
vided for. 

In Section 1 we have seen that, in most societies founded upon principles theoretically 
accurate, the present value of each share at the time of an advance, or its amount at the 
end of the specified number of years, are respectively equivalent to the accumulation 
arising from the receipt and immediate reinvestment of the monthly subscriptions 
thereon. It folows, that the money so rcceiveJ cannot be appropriated to other pur- 
poses without loss ; hence the expenses of starting and giving publicity to a Building 
society, and those also of its subsequent management, to however small a compass they 
are reduced, must be defrayed out of some other source of revenue than the share sub- 
scriptions. 

If the initial and subsequent annual expenses could be accurately estimate J before- 
hand, there would be no difficulty in ascertaining what payment per share ought to be 
contributed by each member to meet the necessary outlay. In the majority of cases, 
however, the probable amount of the expenses is neither known nor provided for, 
although they are frequently asserted to be covered by the entrance fees, fines for non- 
payment of subscriptions when due, and a few other trifling sources of profit, which the 
society may expect to receive. To a certain extent this is correct, but in no case are 
these receipts sufficient to defray more than a very small proportion of the expenses. In 
the first place it must be remembered that a fine is not wholly profit : a fine is inflicted 
'at so much a month per share, for neglect of regularity in paying the monthly sub- 
scriptions when due, and, therefore, is partly requisite to supply the loss of interest, 
which the society would otherwise experience. And, even assuming that the preliniinary 
expenses could be covered by the money received from entrance fees, which an inspection 
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of the yarious Balance sheets shows to be yery seldom the case, yet the annual charges 
of management, consisting of office rent, salaries, &c., must be proviJcd for. 

To show how such an annual outlay would affect the ultimate status of a Terminating 
association, take for example a 14-years Building Society, whose shares are £120, pro- 
duced by a monthly subscription of lOs. or £6 a year, and the annual exp.Mises of which 
we will suppose to amount to £72 a year. Now £72 is 12 times £6, or equal to the 
amount of subscription receiyed yearly on 12 shares, and, therefore, by the fundamental 
statements of the society, is calculated as equiyalent to 12 times £120, or £14^ ; con- 
sequently the annual charges must produce a deficiency of £1440 in the society's funds 
at the epoch of its originally expected termination. This instance will apply in principle 
to all societies, whether of 10, 12, or 14 years' duration, unless, independently of the 
monthly share subscriptions, they have adequately provided for the annual expenditure. 
An inspection of many of the annual Balance sheets shows moreover, that the expenses 
of the year added together frequently average from £120 to £150, which, on the same 
principle of calculation as that made use of above, must create, from tliis source alone, 
a deficiency in the society's funds, at the end, of from £2400 to £3000. 

51. — ^Thirdly. — There is no provision made in the theoretical calctUations for losses^ 
which may be experienced through bad investments, 8(c» 

In all mercantile transactions of this kind losses must occasionally liappeu ; and, 
whether they arise from wilful neglect or carelessness, or other causes, such a« de- 
terioration in the value of property, they combine to produce an effect for which no 
provision is made in determining the subscriptions to be paid by members. Although, at 
the commencement of a Benefit Building Society, it would of course be impossible to 
foresee the individual events, or even the nature of the events, which are likely to be 
productive of loss, yet it is a matter of experience that losses will occur, entailing a 
deficiency in the society's funds at the time of its promised termination, which, with 
the combination of the other defects already mentioned, will, in the case of a Terminating 
society, tend to cause a prolongation of its existence beyond the originally intended or 
stated period.* By such means the duration of the subscriptions of both investors and 
borrowers is unavoidably extended, and they suffer in consequence a decided loss. 

In the first clause of the Benefit Building Society Act, it is provided that the duration 
of a society and the consequent continuance of the Borrower's repayments, shall depend, 
not on any number of years specified in the prospectus, but, upon the actual completion 
of the full amount of the unadvanced shares ; so that a society may not close at the end 
of the expected term of its existence, unless the funds collected at the last monthly 
meeting shall be sufficient to give to each of the non-borrowing members a division per 
share equal to its originally stated amount. If there be a deficiency, from whatever 
cause it may proceed, then must all the members, borrowers as well as non-borrowers, 
co^itinue their subscriptions for such additional number of months as may be necessary, 
unless they should all unanimously agree to dissolve the society and put up with the 
loss sustained. 

In some of the Terminating societies, provisions have been inserted in the rules that, 
whatever be the position of the society's affairs at the end of the expected time of its 
duration, the borrowing members shall not be required to continue their payments 
beyond that period, but shall have their deeds returned to them, and their property 
released from any further claims. Such provisions are nevertheless of no legal avail 

* [ A London Society, of which the proposed duration was 10 years, decided that, 
from the extent of its losses by advances on insufficient or bad security, its term must 
be extended to 16 years. ] 
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whateyer, and cannot prerent a prolongation of the society, nor in any way protect the 
borrowers from its consequences. No rule can protect them from a liability for such 
continuance of monthly subscriptions, as may be deemed necessary for the purpose of 
making up any deficiency that may exist. 

52. — It appears, therefore, that no society can possibly possess, at the 
end of the originally specified time, sufficient funds to give to each 
Investor the full amount of his shares, even supposing the rates are 
accurately calculated, uuless : — Throughout the whole previous duration 
of the association^ there has been no loss sustained, either through bad invest- 
ments or other causes, or from extraneous expenses (not covered by sufficient 
extra contributions Jrom each member over and above the receipts from fines, 
fees, Sfc), and also unless no month has ever passed during which any part 
of the subscriptions has remained tmproductive, so that, in other words, no 
loss of interest has at any time occurred, 

53. — Should there arise a deficiency from any one of these causes and 
the duration of the society be prolonged, it will be well to consider the 
effect, which such a result has upon the relative interests of the Investors 
and Borrowers repectively. An extension of its existence for 3 or 4 years 
in reality causes the borrowers to pay much more for the loans they have 
obtained, than they imagined would be the case, when they entered into 
their engagements towards the society. The interest which they actually 
pay, instead of being perhaps only 5 or 7 per cent., becomes thereby 
increased to more than 10 per cent. An investor, also, not only does not 
receive the promised amount at the expected time, respecting which he 
may very likely have made pecuniary arrangements, but he is also com- 
pelled to continue his own subscriptions ; by which means the benefit, 
that he derives from his shares, is very materially diminished. 

As, however, the Investors have still the option of withdrawing from 
the society, if they are willing to accept the amount of dividend per share 
that the fdnds admit of, and thus mutually agree to dissolve the asso- 
ciation, it will often be a question worthy of their serious consideration, 
whether it will not be better to endeavour to make an arrangement with 
the existing borrowing members, that the latter should at once contribute 
something towards the deficiency, to be determined by calculation, and 
then that all bhe members, both investors and borrowers, should agree to 
dissolve the society. Experience has shewn that this plan will really be 
the most advantageous to the two classes of members, inasmuch as the 
investors will be prepared, in general, to put up with some doss, or, in 
other words, to release the borrowers upon liberal terms, in order to 
receive at once some money for their shares, however the amount may fall 
short of what they expected. 
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54. — *We have said that the Borrowers hare not to make good the 
whole deficiency in the society's fands, but only their proportionate 
amounts, considered relatively to the otherwise necessary continuation of 
subscriptions from both parties. Hence, it will be advisable, in order to 
avoid an unintentional act of injustice to either, that the members should 
see that the proper quota to be contributed is determined by accurate 
calculation. In the Appendix we give a specimen of the mode of inves- 
tigation to be adopted. 

55. — ^In perusing these remarks respecting the majority of the ter- 
minating societies, and in comparing the liberal promises contained in 
their prospectuses with the periodic reports of the position of their afifurs, 
we believe the impartial reader can arrive but at one conclusion, t He 
wiU become satisfied : — That not one in twenty, or even in a greater num- 
ber, can possibly realize for its members, whether investors or borrowers, 
the advantageous results originally promised; and that, at the various 
epochs of their expected termination, there will be found such a deficiency 
of money as must deprive the possessors of unadvanced shares of a con- 
siderable portion of the accumulation, which they had been led to expect ; 
— ^That in many cases, so far from receiving £120 per share, they will 
obtain less than £75, and that, if not disposed to accept whatever sum 
may be then offered to them, they will be forced to continue their sub- 
scriptions for several years beyond the specified time; That these un- 
fortunate results have arisen in great measure from a lack of proper 
knowledge and experience in the originators of these institutions, — a 
circumstance that does not always escape the notice of the industrious 
classes, and tends largely to diminish their faith in the real advantages of 
prudent and economical habits ; — Lastly, that legislative measures are 
necessary for the due regulation both of the legal establishment of a 
Benefit Building Society, and also of the system of its financial operations ; 
and that some supervision should be exercised by truly competent per- 
sons, nob only at the commencement of the society's existence, but subse- 
quently, from time to time, throughout its progress. 

• [ Since the first publication of our Treatise, a great number of old societies have re- 
modelled their Rules and Bates of Subscription, and hare been converted into permanent 
institutions upon a simple plan founded upon the principles laid down therein. It is 
also highly gratifying to state, that very few terminating societies have been formed 
during the last 15 years.] 

t [ Readers should beware how they rely too hastily upon statements, which they 
may hear, of individual societies haying terminated successfully. They will find, upon 
investigation, like the Author, that some questionable expedient has been adopted, 
towards the last years of its intended existence, by which an apparently prosperous end 
has been attained. For example, it may be mentioned that in the North of England a 
society terminated lately with the promised results, through the members paying for the 
last few years double the original subscriptions upon their shares. The public were then 
informed of the fact, that the shares had been realised : — The shareholders alone could 
have stated, what they had paid for the same.] 

r 
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CHAPTEE IV. 



ON PERMANENT BENEFIT BUILDINa SOCIETIES. 

Aet. 56, — Having reviewed some of the leading objections to the plan of 
terminating societies, which propose to close at the expiration of a fixed 
number of years, or as soon after as the stated amount of the unadvanced 
shares is realised, we will now proceed to examine in detail the various 
superior features of out permanent system. 

To enable an institution of this kind to conduct its operations success- 
fully, as regards the profit, which is expected by the investing members, 
at the same time that the borrowers are freed from unjust responsibilities, 
it is proper, not only that the rates of subscription and repayment should 
depend upon a sound basis of mathematical reasoning ; but, also, that the 
general system of the society's practical operations shoidd be, as much as 
possible, clear from those defects, which either prevent the realisation of 
the expected interest within the calcidated time, or produce injury and 
personal inconvenience to the members. It is essential, that due pro- 
vision should be made for the current expenses and liabilities, and that 
they should no longer be left dependent upon the uncertain receipts from 
fines or fees. The relative position of the two classes of members should 
also be more equitably considered, so that the profits of the one may not 
be increased by taking an unfair advantage of the other ; and the period 
of the duration of a mortgage should be rendered definite, in order that 
the claim of the society upon a borrower may at all times be subject to 
equitable adjustment, in case of his being subsequently desirous of re- 
deeming his property ; since it is evident that any uncertainty, respecting 
the duration and amount of a debt, tends materially to depreciate the 
saleable value of the security held for it. 

As, moreover, it is not easy to form an opinion of the possible fluc- 
tuations in the value of money, when it is involved in transactions extend- 
ing over a lengthened number of years, attention must be given to a 
suitable Eeserve being annually made upon the society's profits to form 
a protective ftind against future contingencies. Experience daily shews, 
that Benefit Building Societies, from the peculiar nature of their trans- 
actions, are exposed to losses, which cannot always be averted by the most 
careful or intelligent management. By subjecting, however, the chance 
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of their advent, to the laws of * Average,' and by providing a resource, 
whence any deficiency may be at once made good, these institutions can 
be rendered, on the whole, as secure and as advantageous mediums for 
investment, as any other in the kingdom. 

67. — The Permanent plan, which we devised in 1846, appears to meet 
these requirements, as it is entirely free from most of the objections 
peculiar to Terminating societies : — 

1st. The difficulty of finding borrowers, at any time in the course 
of the existence of a society, is removed. 

2dly. New members may enter in any month without paying up 
any arrears or increase of entrance fee. Hence, the scope of the 
society's action is extended, and the power, resulting from mutual 
association, of doing good, is gieatly augmented, as the number of 
shareholders increases year by year, and even month by month, instead 
of diminishing. 

3dly. The initial and annual expenses can be more equitably 
divided, and spread over a larger number of members. 

4thly. A member may, under reasonable restrictions, withdraw 
his subscriptions, or effect the redemption of a mortgage, without the 
delay or expense, that he would experience in a terminating society. 

5thly. The duration of members* subscriptions ean be fixed with 
greater certainty. 

58. — The system of a Permanent Building Society, which is most simple 
in its operations, may be explained as follows : — 

The members are separated, as before, into two classes, Investors and 
Borrowers. - 

The investors pay a certain monthly subscription durisg 2u fixed number 
of years, ealculaied as sufficient for the realisation of their shares, at the 
end of which time the amount due is paid to them, and they secede from 
the association, as far as such shares are concerned. The investors represent 
the proprietors of a company. New members can enter at any time, and 
commence their subscriptions without paying up any arrears or any increase 
on the original entrance fee, whereas in terminating societies, the fee on 
entering is increased, without sufficient reason, year by year, until, from 
being originally only 2s. 6d., it is in some cases raised to six pounds per 
share. The duration of a membership is counted from the month of a 
member's first entrance. This causes eveiry month a fresh series of mem- 
bers to be added to the society or new shares to be issued, so that, taking 
an example, if the term of membership were 10 years or 120 months, and 
60 new shares on the average were taken up every month, there would, at 
the end of the first 10 years, be 6000 shares subscribed, supposing always 
that, if any were withdrawn, the average would be kept up by an increase in 
the new comers. At the end of the first 120month8, or 10 years, 60 would 
be paid out, but as new members would oome in, the number ot subscribers 
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would be undiminiflhedi and month by month afterwards, as successive 
periods of 120 months were completed, old members would go out and new 
ones come in. 

The Borrowers receive, at the time of obtaining an advance, the full 
amount of their shares, without any deduction bejond a trifling commission, 
whieh is withheld as a contribution towards the expenses and los&es ; the 
loon is secured hj a mortgage on the property purchased, and in return 
they pay, during an optional fixed number of years, previously agreed 
upon, a suitable monthly subscription, by which the debt is liquidated with 
interest. The members who become borrowers, at once ceoBe to he investors 
in respect of the shares on which they obtain advances, and do not 
participate in any of the subsequent liabilities or expenses of the society, 
nor consequently in its profits, which in fact they anticipate by obtaining 
their loans at a moderate and definite rate. The general liabilities are 
provided for by taking, as the basis of the calculations, a higher rate of 
interest for the repayments, than is actually guaranteed to the investors 
for the realisation of their shares ; that is to say, if the amount of each 
share held by an investor, which is promised to him at the end of a fixed 
term of years, be equivalent to the accumulation of his subscriptions at 4^ 
or 6 per cent, compound interest, the borrowers would nevertheless be 
charged about 6^ or 7 per cent. This difference of 2 per cent, in the rate 
of interest obtained is temporarily withheld from the investora, in order to 
form a management and contingent fund, for the purpose of meeting the 
expenses, and contingencies of lo&s on the mortgages. The customary 
commission, which is deducted from the loan, is proportionate to the num- 
ber of years of its duration, and varies in amount with the local circum- 
stances of the place in which the society is conducted. It is regulated by 
a table, where the advances are made by Botation or the Ballot ; but in 
the case of the Bidding system, it is replaced by the premium bid per 
share. A borrower must have been previously an investor, but immediately 
etSter he borrows, he passes over from one class to the other, receiving then 
whatever amount is due to him on his investing shares, as arising from his 
pott subscriptions, with interest thereon from the date of his first joining 
up to the time of his obtaining the advance. The repayments of the bor- 
rowers are for a fixed term of years, whatever be the subsequent condition 
of the society, as it is not reasonable that, when they have once given good 
and sufiicient securitj for a loan, they should be expected to share in the 
responsibility of future investments. This is one great improvement upon 
the old system, where the period of the subscriptions depends on the 
success or non-success of the association, or upon the contingency of any 
loss being sustained by it from other property mortgaged to other members 
— *so that in many cases the repayments are extended over several years 
more than was expected by a borrower when he first effected his loan. 
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59. — As regards those members who remain inyestors, the system of 
periodically* dividing a Bonus from the profits is adopted, which has been 
fonnd so produetive of safety and success to mutual Life Assurance com- 
panies. Instead of forestalling the society's profits^ by reducing the monthly 
subscriptions of the investors to such a degree as barely to leave them suffi- 
cient, even theoretically speaking, to produce by accumulation the amount 
of the shares, the safer plan already alluded to is adopted, of keeping the 
subscriptions sufficiently high to be theoretically and practically adequate 
to the purpose. Any surplus profits, which arise, beyond the promised 
amount of the unadvanced shares, are periodically and proportionately 
divided among the investors in the shape of a Profit- Bonus to be paid to 
them, with the other sums due on the completion of the subscriptions upon 
each share. The Bonus system thus possesses very great advantages, inas- 
much as it preserves to the society the possession of a reserve fund, over 
which it has power, and whence any unexpected losses may be met. 

60. — The borrowers, of coiirse, are not entitled to participate in this 
Surplus-Bonus, as they have secured the equivalent by the manner in 
which they obtained their advances. This point appears, since the publi- 
cation of the first Edition of our Treatise, to have been misunderstood, and 
several well disposed persons have exclaimed against an apparent disadvan- 
tage offered to*borrowers by the new system. They should, however, have 
reflected that the borrower is in all cases, practically, equally well off, since 
by the very mode in which he obtains his loan, he secures at once the en- 
joyment of an immediate profit which is still only prospective to the investor. 
The money in hand is of at least as much advantage to the borrower as the 
deferred realisation of his shares can be to the subscriber, who has to wait 
, to the end of his membership. So strong a notion, however, appears to 
prevail in some places, that a plan of so-called " mutuality," by which 
Borrowers should participate with Investors in the profits and the losses of 
the society, is preferable, that, on the ground of expediency, we have in 
some cases recommended the adoption of a ** mutual'' plan. 



* [Yaluatipns for the purpose of declaring a Bonus should not he made at less inter- 
Tals than three or five years. An annual valuation is perplexing and unfair, inasmuch 
as the amount of new profit annually made hy a Building Society yaries very largely, 
being aflTected hy the number of new mortgages granted, the proportion of withdrawals 
and redemptions, and maiw other circumstances. 

A case is before us of a Building Society which in the fii'st nine years of its existence, 
declared profit amounting to £17,885. In the tenth year, although £1,922 of this profit 
which was supposed to have been realised fell in, by forfeiture of Bonus on withdrawal, 
yet the aggregate balance in favour of the society was only £47, showing a loss in that 
year of £1,875, If annual valuations are made, a very large proportion of the apparent 
balance ought to be set aside for an Equalisation Fund, before any profit is actually 
declared. See on this point the remarks in Part 2 as to Local UnterprUe Encouragement 
Societies.'] 
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61. — In a permanent institution of this kind there is little difficnltj 
in obtaining borrowers, for tbe great objection disappears wbicb is made 
a^'ainst terminating societies : — viz., tbat after a few years of their existence, 
the daration of a mortgage is too limited, and the loan repayments too heavy 
to suit the means of tbe class who are usually members. If the society be 
permanent, a member can at any time become a borrower, and yet have his 
advance for whatever period is most suited to his means, the amount of 
monthly payments required being less as the duration of the debt is 
extended. 

62. — ^Again, since new members may come in at any time without paying 
up any arrears, the society will, if properly managed, continually receive a 
fresh accession of strength from new subscribers, and thus generally possess, 
at each meeting, funds sufficiently large to be capable of being invested 
without delay ; whereas, it has been stated before as one of the difficulties 
in the old societies, that from their being comparatively confined in their 
action, the funds collected at a subscription meeting are frequently insuffi- 
cient to meet the wants of any borrowing member, and are consequently 
left idle and unproductive of interest for, perhaps, some months, until by 
subsequent additions they amount to the sum required. 

The permanent principle therefore possesses several elements, which tend 
materially to confirm the calculations founded on ihe prohainUty of a con* 
tinuou9 realiioition of interest, 

63. — It is, however, necessary and proper that a higher rate of interest 
should be charged, in determining the advance repayments, than the in- 
vestors would be content to receive in return for their subscriptions, in 
order that some margin may thus be provided for the various contin- 
gencies to which these societies are exposed. These conti^encies arise not 
from the Investors hut from the Borrowers. It is through the loans that 
losses are likely to be produced, and the borrowers should therefore pay 
sufficient interest to protect the investors from such casualties. As we 
have said before, the security offered to Benefit Building Societies is one 
of much tendency to be of an unsound nature, and out of a large number 
of such investments, a few bad cases will always arise entailing loss. By 
charging, however, a sufficiently high rate of interest from the borrowers, 
tl e annual receipts from that source may be made large enough, not only 
to meet the engagements in respect of interest on their subscriptions, which 
the society has contracted towai'ds the investors, but also to cover any loas 
aiising from bad security or other causes.* 

» [We have, since writing tbe above, met with a similar view of the principle in- 
Tolved, in the well-known CatecMsme de rJEconomie Politique, by the late distinguished 
J. B. Say, at page 181 of the fourth edition. The substance of his viows is as follows : 
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In societies formed for the purpose of purchasing or dealing with pro- 
perty, which does not consist of land, in or around London, or other large 
towns, a very fair plan is to take 7 per cent, rate of interest as the basis of 
the loan repayments, since that rate is sufficiently low to enable a member 
to purchase a house on comparatively moderate terms, and in consequence 
of the greater opportunities for other investments, at apparently as high 
rates of interest, possessed by London residents, which they might consider 
more secure than house mortgages, it would be nearly impossible to find 
lenders, or investors, if a lower rate were charged, as (supposing that the 
expenses, and losses which might arise, absorb 2 per cent, off the rate of 
interest obtained) they would not clear more than 5 per cent, for their 
money. 

64. — Again ; the expenses ^ both initial and anmutl, can he more equitably 
divided over present andjutt*re shareholders, 

First, as regards the initial expenses, instead of i^heir being defrayed by 
the first series of members, they can be charged as a debt against future 
as well as present subscribers, and be paid off by a certain fixed temporary 
deduction from the surplus profits of the society. The annual expenses 
will in a similar manner be borne by a much greater number of members, 
than is the case in associations formed on the terminating principle, with 
this oue peculiar additional advantage, that year by year as the society 
progresses, until the close of the first period of the duration of the investors* 
shares, the number of contributors will increase, instead of diminishing. 
(^See Appendix for farther remarks on the rate of contribution, which it is 
equitable to require fro^n the members.^ 

65. — In permanent societies, any borrower who desires it, can, under 
certain practical restrictions, be permitted to redeem his mortgage on much 
more equitable terms than under the old system. 

In a society of limited duration, if a borrower, or his family in case of death, 
before the mortgage is cleared off, make application to pay off the remainder 
of the debt, a much larger sum is exacted, than would be required on a 
mere theoretical view of the question, in consequence of the society no 
longer possessing opportunities of investment for any sum which may be 
returned on its hands, as the other members are unwilling to borrow, when 



Capital is rendered available, by induBtrial enterprises, to produce an income under the 
name of interest. The interest or income from such a source should be separated into 
two parts. When a sum of money is lent at a much higher rate of interest that that of 
the public funds, say, at 6 per cent, per annum, only %\ or 4 per cent, (more or less) can 
be considered as the payment received from the borrower by way of rent for the hiring 
of the money. The remainder 2i or 2 per cent, (more or less) is to cover the extra risk 
existing in the investment, or is the Premium of Assurance at which the lender (acting 
as his own Assurer) can incur the chance of loss, to which he is exposed through making 
his advance upon a security, that is not of the first class.^ 
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the loan can only be obtained for a few yean. So that a borrower, who 
wishes to clear off his mortgage before the close of the association, has to 
pay not only the net yalne of the remainder of his debt, bat also some 
compensation for the loss of interest, which will be experienced in those 
years, daring which the money thns retnmed will remain idle and nnpro- 
dactive in the hands of the society. Hence, instances constantly oocar of 
amonnts being required in redemption of a mortgage, which would be con- 
sidered an£Biir and exorbitant, were it not for the peculiar circumstances of 
the case. 

In a permanent association, on the contrary, as opportunities for invest- 
ment abound, the directors would be ready to offer fair and reasonable 
terms for redemption, in order to increase their power of encouraging the 
entry of new members by the prospect of an early adyance. 

66. — On the other hand the withdrawal of shares by the Investing mem- 
bers is greatly &cilitated. 

In terminating societies, persons, who desire to discontinue their mem- 
bership, cannot do so without much difficulty and delay, because the 
money they have subscribed is engaged in the society's investments ; and 
as few, if any, new members join after two or three years, the funds received 
from time to time can only with considerable restriction be paid out on 
withdrawing shares. Hence, it has been customary to inflict fines, varying 
from 58. to £10 per share, on parties withdrawing. *This deduction is 
severely felt by the poor man, who, when endeavouring to save a few 
pounds, does not know at what time he may require them ; and who from 
unforeseen circumstances may desire to withdraw some portion of his sub- 
scriptions, as the only means of freeing himself frooi, perhaps, temporary 
difficalties. Yet, if withdrawals were permitted without restriction, a 
terminating society could never lend out the whole of the sums invested, 
as it might be called upon at any time to return an inconvenient portion 
of them. Consequently, in all the old Benefit Building Societies, the rules 
attempt to provide against thi^ difficulty by making it not easy to withdraw 
shares. Moreover, the societies themselves are injured by applications for 
withdrawal, which they cannot satisfy, as a feeling of distrust is excited 
which materially affects their subsequent operations. This inconvenience 
does not exist in the permanent plan, because new members continually 
enter, and there is always a floating balance sufficient to meet any appli- 
cations for withdrawal within reasonable limits. 



* [ The rules should provide that a member, who has given notice to withdraw, shall 
not participate in any loss, occurring snhsequerd to the date of his notice. ] 
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67. — The permanent system, described in the foregoing pages, will best 
be understood by a few examples taken from the rales of a society, founded 
upon that principle, which has met with great success : — 

" The shares of Investing members are *£100 each, for which the sub- 
" scription is 

13s. Od. a month for 10 years or 120 months, 
or [10s. Od. „ 12i „ 160 „ 

8a 4d. „ 14 „ 168 „] 

They may, however, take half shares of £50, or quarter shares of £25 
eaeh, if they prefer it. Investing members can withdraw from the society, 
without fine, at any time after the first year, when the amount of their 
subscriptions will be returned, with interest, varying, according to the 
'' length of time the member has subscribed, from 1 per cent, up to 6 per 
'^ cent., according to the following table for whole shares, and so in pro- 
*' portion for haS and quarter shares vix., 

At the end of the first year £ 

„ 2 years 

3 



it 



a 



(t 



u 



OQ 

I 



» 



)» 



• !-< 

At the last or 10th year" 



>» 



» 



» 



j> 



»j 



4 

6. 
6 

7 

8 

9 



t9 



» 



99 



» 



» 



» 



>> 



£100 

(With Profits in addition to the £100.") 



** Investors may, if they desire it, cease their future payments and leave 
" their past subscriptions, as a Deposit producing compound intere8t, to 
'^ be received back in one accumulated sum at the end of the originally 
" selected term of their membership." [ The table being calculated by 
the formmla in Section 4 of the Appendix.] 

'' A G-uarantee Fnnd is also formed, by the issue of Stock, in Share«i of 
'^ £1 each, which may be paid up at once, or by four quarterly instalments 
^' of five shillings On these Shares interest is paid half yearly, at a 
^' guaranteed rate of per cent. ^ 

"Persons intending to borrow must, in order to qualify, previoubly become 
*• members ; and, at the time of borrowing, they will be repaid the Rum due 
'' for the past subscriptions on their shares with interest, and then receive, 
** as a loan, the full amount of any number of shares they may require, 
'^ without any deduction, beyond a small commission, which will be carried 
''to the credit of a management and contingent fund, to defray expenses &o. 

** Loans, to the extent of £ , will be made to members on security of 
'* real or leasehold estate, hou»e or land, in any part of England, for 5, 7, 
" 10, 12 or 14 years, as they prefer. 



* [ In some cases £60, and even £26, would, perh&ps, be the preferable amount of 
eadi share, as the smaller the sum suhecrihed, the less the amount of withdrawals.] 
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" Example — • A member borrowing £100 on mortgage is only required 
" to make the following repayments, including principal and interest, viz. — 
" If for 5 years £2. 0. 8 monthly or £G. 5. quarterly 
„ 7 „ 1. 11. „ 4. 15. 4 „ 

„ 10 „ 1. 3. 9 „ 3. 13. 1 „ 

„ 12 „ 1. 1. „ 3. 4. 6 „ 

„ 14 „ 0, 19. 1 „ 2. 18. 9 

The repayments of the borrowers are calculated at 6 or 7 per cent, rate 
of interest, whether the loan be taken for 5, 7, 10, 12, or 14 years, and,, 
although actually paid monthly or quarterly, they are regarded in the cal- 
culation as made yearly and at the end of each year. This creates but a. 
slight augmentation in the amount of the periodic repayments, and yet. 
tends materially to increase the safety of the basis on which such a society 
is founded. 

" The amount of commission deducted is what a careful examination of 
'* the expenses and losses of other similar institutions has shewn to be 
"necessary and sufficient." {See the Bides in our Treatise on Copyhold 
Enfranchisements and freehold Zand Societies.) 

" The surpltM profits of the society, (over and above the promised amount 
''^of the unadvanoed shares,) will be ascertained periodically by an Actuary, 
" and be apportioned, two-thirds to the credit of the investors, to be paid ta 
" them as a Bonus at th« termination of their 10 years membership ; the 
"other third to be carried to the credit of a Permanent guarantee fund „ 
" formed to meet any loss which may arise. This pro|K)rt.ion in the divi* 
" sion of surplus profits will, however, be varied as may be considered 
" advisable, after the expiration of the hrst nine years of the society '» 
" existence. 

*^ There will be no loss from bidding. Should there be more applicants 
" for advances than can be supplied at one time, priority will be settled by 
" ballot (or rotation.) 

"The receipts arising from the entrance fees, fines, &c., will all be carried 
" to the credit of the management and contingent fund, out of which the 
" different expenses will be defrayed. 

'* As an example of the working of this society : — Suppose a person desires to» 
" purchase a house for £300, which would return a net rental of £30 per annum,. 
" and that he has been an investing member one year before he applies for the ad- 
" ranee. He must hold 3 shares to borrow £300 ; and in this example suppose 
" that he has paid one year's subscriptions on each of the 3 shares. 

"By the table of withdrawals he is entitled to 3 times £7. 16s. Od.,or £23 8s. Od.,. 
" in return for his past subscriptions. This sum he receives, at once, if he desire it,. 
" with the £300, and, ceasing to be an Investor, he borrows the £300 on the terms 
" of the table of repayments for Loans, for which only he gives security. 

" If he effect this Loan for 10 years, his repayments, including principal and 

" interest, will be £3. lis. 3d. a month, or annually . . . £42 15 

*' Multiplied by 10 years 10 

" Mating the total re-payments £427 10 

** Deduct 10 years' rent (paid or received) £300 

" Leaving the cost, as faf as the Benefit Building Society is concerned, £127 10 

* [ The mortgage- deed must be for a term certain, as in the case of annuities secured 
upon property. It will be different from the ordinary deed of the Terminating Building 
Societies. J 
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'' For wliich sum' the member has thus secured to his family a house, free 
'^ of rent, for the remainder of its lease. The above example is for 10 years. 
'' The purchase, however, may be effected by smaller annual payments, if 
*^ the Loan be taken out for 12 or 14 years. 

** The deduction for commission, and the law expenses, must be provided 
" for from the £23. Ss. or other private source. They of course add to the 
*' expenses of the purchase, but it should he rem&nibered that the payments 
" of the borrowers can in no way be increased or extended beyond the sped' 
^^Jied period for which the loan is taken, as is the case in the old societies, 

" Taking an example from one of them whose shares are £120, upon 
" which, in the first year, a borrower would receive only about £55 in cash, 
'* and occasionally much less, he would be required to pay 14s. per month 
** per share, or %l, 8«. 0^. per annum, until the close of the society, which 
" is more likely to extend to 14, or even 16 years, than to terminate in 10 
<* years ; but, confining the question to 10 years, in order to obtain a loan 
*^ of £300, he would have to pay a subscription up^n five and a half shares, 
" amounting to 4G/. 4^. Od. a year ; whereas, in this society, it would cost 
" only 42Z. 15^. Oi." 

68. — ^In the permanent plan just described, the period of the Investors' 
subscriptions may be 10, 12, or 14 years, or even longer or shorter without 
affecting the principle. Either would answer equally well, and ihe result 
would be the same to an investor whatever term were adopted, if the basis 
of the subscriptions were upon the same rate of interest. We recommend , 
however, that, to avoid complication, in no society should the in\estors 
have more than one or two periods for the realisation of the unadvanced 
shares, and their monthly subscriptions should not be less, than what would 
be required to produce them by accumulation in the stated time, at 4^ or 5 
per cent, compound yearly interest. Although it is not possible, a priori, 
to estimate the amount of surplus profit, which will remain at the end of 
each period, when the expenses and any losses that may occur have been 
provided for, yet it is reasonable to expect, that if the society be carefully 
managed, each investor will receive a Bonus in addition to the originally 
promised amount of his share. What that Bonus will be must depend on 
the success of the association, and every member will, therefore, find it to 
his advantage to add his individual efforts in promoting its prosperity. The 
Management and Contingent Eund will be amply adequate for its purpose, 
since it will include not oilly the entrance fees, fines, and commission de- 
ducted from the loans at the time of an advance, but, moreover, a fluctu- 
ating reserve on each £100 share, arising from the circumstance, that the 
annual subscriptions paid by an investing member, mz., 13s. a month or 
7Z. 16ff. 0^^. a year, are invested at 7 per cent, compound interest, and in 
the case of its being realised monthly, the reserve in 10 years would be as 
high as £11 per share. — (See Section IV, -Appendix. )^^^ ^.. :- -! 
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69. — An improvement might be effected in the pecuniary position of the 
BoiTOvers, by which greater facilities would be afforded to them to roaliue 
benefit from Advances. For the first year after his purchase, a borrower 
is, in most cases, scarcely able to complete the necessary arrangements con- 
nected with the furnishing his house, &c. ; and he experiences some 
difficulty in providing for the increased payments, which begin at the end 
of a month from the time of his obtaining a loan. The original object of 
Benefit Building Societies, viz., to enable the industrious poor to become 
possessors of their own homes, would be accomplished, with greater 
certainty and less inconvenience to the parties concerned, if the monthly 
repayments upon advances did not begin for a year after the same had been 
granted. The borrower would thus have time to look about him and to 
settle comfortably in his purchase ; and the society would merely have the 
repayments deferred for one year, or for whatever other time might be 
agreed upon. In the Appendix the formula is given for the rate of 
contribution suitable for a loan so granted. 



CHAPTEE V. 
THE PRACTICAL MANAGEMENT OF A BENEFIT BUILDIKG SOCIETY 

Art. 70.— After recommending the adoption of the Permanent instead of 
the Terminating principle, in the formation of all Benefit Building So- 
cieties, and the conversion into Permanent Societies of those Terminating 
ones whichi yet remain, it may not be out of place to add a few remarks, 
relative to their subsequent practical management. 

At the commencement, great care ought to be exercised in the judi- 
cious selection of suitable persons as officers. The most important of 
these are undoubtedly the Solicitor and SwrveyoTy from their influence, for 
good or evil, on the operations of the society ; for it is upon their testi- 
mony respecting the soundness and adequacy of the security offered for 
an investment, that its safety and prosperity entirely depend. 

When a member is desirous of purchasing a house, or other similar 
property, he makes application to the directors, who instruct the surveyor 
to examine and report on the nature, position, and value of the proposed 
purchase. If these be satisfactory, they then direct the solicitor to examine 
into the right of sale or title which the seller possesses. Should this 
also prove unexceptionable, the money is advanced for the purchase, its 
repayment being secured by a mortgage on the property for an a^eed 
term of years. Let us now examine, the position of the Benefit Building 
Society with respect to this investment. 
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Ify at soxoe subsequent time, before the mortgage is cleared off, the 
borrower were to discontinue his payments, the society would be under 
the necessity of seizing the property and reselling it, in order to recover 
the remaining amount yet due to it. Thence would arise various chances 
of loss. 

. It may happen that the locality in which the property is situated may 
have diminished in public estimation, as is ^equently the case with many 
parts of London and other large towns ; or the necessary repairs to which 
any now Purchaser would be exposed, if they have been neglected by the 
late occupier, might be found too heavy. Perhaps by a wilful mis-state- 
ment or an error in judgment on the part of the surveyor, the house may 
have been estimated at more than its real value ; or, lastly, some defect in 
the original title may be discovered. In any one of these cases an attempt 
to resell the property would occasion loss. 

71. — Now these contingencies may m a great measure be averted by 
the selection of an efficient Committee, and of careful and respectable 
officers. An excellent arrangement exists in a society at Carlisle, by 
which those duties which are usually performed (or neglected) by the 
Committee, are distributed among a series of separate officials. The Com- 
mittee consists of six, and undertakes the general management. Four 
money-stewards are appointed to attend the receipt of money, and to be 
responsible for its being duly accounted for. Four Inspectors, also, to 
examine the securities prepared for Advances. No member is liable to 
serve two of these offices at once. 

The usual system, however, is to confide the whole management and 
supervision of the society's affairs to one Committee, who are assisted by 
a Solicitor, a Surveyor, a Manager, Auditors, Arbitrators, and Trustees. 
We proceed to make a few remarks on the duties appertaining to these 
several offices : — 

1st. As regards the Solicitob, who examines the title to the property. 
This branch of law business, which is technically called ** conveyancing," 
is one of great intricacy and difficulty, and requires peculiar skill and ex- 
perience in the person who undertakes it. The title-deeds to property are 
often much involved, or present flaws and deficiencies, which can only be 
detected by searching and patient inquiry. On the other hand the pros- 
perity of a Building Society, the security of its investing members during 
the continuance of a mortgage, and the subsequent undisturbed enjoyment 
by the borrower of the property purchased, depend solely and entirely 
upon the validity of these titles, and the correct appreciation of the pro- 
perty they represent. 

For these reasons, the selection of a competent solicitor is one of the 
most important duties which belong to the directors of the socieiy. 
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The persou chosen should possess both experience and talent ; he should 
be a man of integrity and firm principle, incapable alike of being influ- 
euced by motives of interest or feelings of private friendship ; and, besides 
these indispensable qualifications, he shoidd, if possible, in common with 
the other officers of the society, be possessed of a good connection. 

72. — To secure the services of a person thus qualified, an adequate and 
liberal remuneration must be offered, instead of the insufficient fees, which 
are sometimes tendered by Building Societies to their solicitors. The 
recompense should be proportionate not only to the actual value of the 
work done, but also to the heavy responsibility attached to the office which 
they hold ; for, should the society sustain any loss through the inaptitude 
or carelessness of its solicitor, he is legally liable to make good the defi- 
ciency. Examples of this will be found in our chapter of Law cases, under 
the title Solicitob. 

73. — ^Besides the necessity of offering an ample remuneration to the 
solicitor of a Building Society, it is also essential that the amount of his 
fees, whatever it be, should be fixed before hand, at the time of his election 
to the office. 

74. — 2ndly. The Subvetob of the society stands next in importance to 
the solicitor, his duties being attended with great difficulty, and consider- 
able experience and judgment being requisite to enable him to form any- 
thing approaching to an accurate estimate of the pecuniary value of 
property. 

This value will depend on several varying conditions. The tenure by 
which the property is held may be freehold, copyhold, or leasehold ; in the 
latter case the number of years yet unexpired in the lease must be taken 
into consideration. The neighbourhood in which the property is situated 
ma 7 be likely to rise or fall in public opinion. Any estimate, calculated 
on the amount of rent actually paid, is little to be trusted, as attempts are 
not unfrequently made to mislead the surveyor, by letting the property at 
a nominal rent touch larger than is actually paid for it. 

The surveyor, therefore, must not only be able to estimate the materials 
and cost of erection, but he must be well acquainted with the locality in 
which he is employed, and he must have sufficient experience to enable 
him to detect the artifices, by which the vendors of property endeavour to 
-exaggerate its value.* 

* [The following useful hints to purchasers of house property are given by Mr. 
Truman. They should ascertain — 

Ist. That the house is not huilt on made soil, where the gravel has been dug out and 
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2nd. That it has jcoucretc foundations, of proper depth. 
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The false estimates, which are sometimes productive of so much loss to 
Building Societies, are not always the fruits of incapacity or inexperience. 
Cases have occured of compacts between the surveyor and the vendor or 
the purchaser of property, or even some officer of the society, to share 
between themselves the profits of an unfair valuation. 

To guard against the possibility of such fraudulent practices as these, a 
man of high moral integrity should be chosen ; and he should, as well as 
the solicitor, be liberally remunerated for his services. 

75. — Several expedients have been adopted, with the view of obtaining 
a check on the estimates of the surveyors of Benefit Building Societies. 
It has been recommended that they should be paid out of the ordinary 
funds of the society, instead of by the borrowing members individually, so 
as to destroy any reciprocity of action or feeling between them and the 
mortgagors of property. Some societies appoint a survey committee to 
act as a check between the surveyor and purchaser, and a regulation has 
been proposed to prevent any subsequent transfer of property, from a 
member to the surveyor, or to any individual of the survey committee. 
All these maybe useftil as auxiliary measures, but the necessity for them 
vnll "be much diminished by a previous examination into the character of 
the person employed. 

76. — 3rdly. The Manageb. — We have placed the Solicitor and the 
Surveyor of a society first in importance on the list of its officers, because 
we believe that, provided they are unexceptionable, and the manager be an 
honest, intelligent, and active man, little more is wanting to carry on with 
advantage an institution formed on a correct basis as regards its rates of 
subscription. It is, however, essential that any person proposed as a 



3rd. That all the materials are new, and the bricks not place. 

4th. That no iron chimney bars supporting the arch are absent. 

5th. That the drainage is distinct and separate, properly connected with the main 
sewer. 

6th. The strength of joists, quarterings, lintels, thickness of doors, floor-boards, panel- 
inga, in short quality and quantity of timber used. It is truly frightful to see how 
slightly houses are sometimes timbered. 

7th. Wliether grates, loiks, and ironmongery are of the rery cheapest description, 
unfit for wear. 

81 h. That it has a trap-door and fire-escape to roof. 

9th. Aroid zinc gutters, cistern flats, &c., as zinc is a very temporary affair j insist 
upon lead or stone cisterns, &c. 

lOth. Find out if it is an estate where any scamping is allowed to create heavy groimd 
rents and repairing leases. 

11th. Investigate the title ; see it is good and indiRput-ablo. 

12th. If the parish has not taken the road, have money security for its costs from the 
seller. 

Lastly. Insist upon a warranty (legally drawn up) with full specifications attached, 
and subject to penalties if not complied with.] 
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manager »)iould be thoroughly acquainted with the fundamental principles 
of compound interest, and the practice of tables relating thereto. Much 
mischief and inequitable dealing has occurred in several of the existing 
societies, from the ignorance of their managers on that subject ; and it 
would be well if some regulation were exdTorced, requiring that every 
person, who intends to become the mauager of an association in which the 
savings of the poor are engaged, should first obtain from competent per- 
sons a certificate of his qualifications for the office. Since not a little 
depends on the zeal and attention with which the manager performs his 
duties, it is but reasonable that he should be paid as his exertions demand. 
Experience has long shewn that it is a sorry and false economy, cot to 
give an adequate remuneration to men, who superintend the affairs of 
important institutions. 

77. — One duty of the manager must specially be mentioned. He should 
make himself perfectly master of the Bules of the society, and the bearing 
of each clause upon the various matters of business, which he will have to 
submit, from time to time, to the Board of Directors at their periodic 
meetings. It cannot be expected that the Trustees or Directors should 
be as cognizant as their deputy of the practical effect of regulations, 
which they meet only at intervals to carry out ; the responsibility there- 
fore restn, very properly, on the manager ; and he should be aware of the 
duties of his office, otherwise his society may fall into those positions of 
difficulty and even litigation, from the evil effects of which many institutions 
have greatly suffered. 

78. — 4thly. The Auditors of the society occupy also very responsible 
situations. The members entirely rely upon their careful examination, 
from time to time, of the accounts and balance sheets. Not only is it 
their duty to see that correct vouchers are produced corresponding to the 
items of expenses or receipts, but they should examine strictly into tho 
formation of the annual or more frequent balance sheet, purporting to 
shew the pecuniary position of the society at the time of audit. Upon 
the faith of the stf|.tements contained in these balance sheets, it is cub- 
tomary for the directors of the institution to found their report of its 
progress. By erroneously placing sums to the credit of profit,- which arc 
not such in reality, subsequent loss has been created. [See the following 
Chapter.'] For this reason it is of urgedt necessity, that the auditors 
should be careful and experienced persons, well versed in the practice of 
book-keeping and the calculation of interest. In Part 2 of the present 
work, relating to Local Enterprise Encouragrment Associations, we 
discuss at length the whole system of Audit in Public Compuiies, and 
recommend a^mpre effieictnt inapeotion as necessary for the pr^ention of 
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fraud, and for applying a speedy remedy to defects of management. The 
system we there advocate is equally applicable to Benefit Building 
Societies, and its adoption would be found of great advantage. 

79.— 5thly. The Aebiteatobs. — As to these officers, see our Legal 
Chapter under the heading Aebitration. 

80. — The Tbustees of the society, though last on our list, in reality are 
the most prominent, if not the most active of its officers. We may judge 
of this, from the fact of their names being so frequently paraded as evidence 
to the public of the general respectability of the association, and from the 
popular impression that they are numbered amongst its responsible 
officials. The high and recognized standing of many trustees leads us to 
wonder at the readiness with which they accord their names to uncertain 
schemes, and their being so unmindful of the injury likely to be caused by 
their imprudence to the public at large. [See Art. 42 pa^e 23.] To 
correct this evil, a knowledge of the usual duties of their position, we are 
confident, is alone necessary. A slight degree of watchfulness, exercised 
in a properly constituted association, will protect them from sharing in 
the reprehension that otherwise would be justly due to them. As trustees 
of the society they should insist upon a strict adherence to the Eules 
established for its government, and also *upon security being given by 
those officers, who act as recipients of the members' money. 

81. — Turning from the officers of the society to the details of its 
practical working, we shall next examine several points respecting which 
there is considerable difference of opinion; even among persons who are 
most experienced in building society transactions. 

With reference to the mode of granting advances to members, when 
there are applications for loans exceeding the amount of money which 
can be lent, three plans exist ; viz. : either by Bidding, Rotation (that is, 
seniority on the list of applicants), or by Ballot. The two first appear to 
present more objections than the third, although it is extremely difficult 
to decide, what system can be adopted as likely to be entirely free from 
inconvenience. 



* [Benefit Biiilding Societies, we are told in this work, which may be considered the 
grammar of the system, are mainly intended for the benefit of persons of very moderate 
means ; and yet their cash transactions are not upon the footing of that public respect- 
ability, which gives security, as for instance, in a bank. This is the first point to be 
considered ; for even the wild miscalculations pointed out in some Terminating Societies 
will merely involve partial loss, or carry on their duration beyond the period specified. 
There must be security for the intromissions of those who are in any way concerned in 
handling the money of the company, or the wisdom with which the plan may be conceived 
will be no ^arantee against ruinous loss. [^Chambers's Edinburgh Journal — Extract from 
Beview ofmr Treatise on BuUdmg Societies.'] 

H 
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82. — The plan of determining by Bidding who is to have the preference 
for an advance, consists in putting the sum proposed to be lent, up to 
auction among the members, and in finally allotting it to that person who 
offers the highest discount for it. This may be explained by an example : 
— In a 10 years society, suppose there is a sum ready to be advanced. 
The Chairman puts up, say, one share of £120, and enquires what dis- 
count will be allowed fbr it. The members present hand in written bid- 
dings to him, and he declares the highest discount offered ; upon which 
the bidding is commenced a second time, and the result is again declared ; 
and, finally, a third trial is made, and the advance is allotted to the 
member who has ofiered the largest discount. By this plan, members who 
had no intention to bbrrow, have had the power of raising the discount 
ofiered, by bidding during the first and second trials and abstaining the 
third time ; the profits derived by the non-borrowers increasing with the 
mao'nitude of the discount obtained. An attempt has been made to 
remove this objection by causing the biddings to be made by word of 
mouth, as at a public auction, and by only allowing one trial. The system 
of bidding, however, may still cause borrowing memberE^ to obtain advances 
on most inequitable terms, unless a limit be placed to the price, which they 
can ofier. Cases continually occur, where discounts, for £120 shares, are 
given as high as £70 and even £80 in the first year. By this means the 
borrower receives only £50, or even £40, at the beginning, in lieu of 
£120, the full amount of his share at the end of the society. And, as he 
has tj pay 14s. a month, for 10 years, or 8Z. Ss. {}d. a year, his advance 
costs him considerably over 10 per cent, rate of interest. 

83^ — ^It is necessary, however, to caution the societies which adopt the 
Bidding system, or indeed any system by which a large discount or com- 
mission or premium is deducted from an advance at the time it is made, 
against representing the amount so deducted as immediately realised 
profit. The only light in which it can properly be viewed, is as a fiind for 
increasing the interest to be receiv^ed by the society on the Loan, and so 
providing an extra protective margin on the future repayments against loss 
on the security. For example, if a Loan nominally of £100 be granted 
at 5 per cent, for 10 years, and a discount of 4Z. 14*. Od. deducted, the 
rate of interest realised by the society on the actual money advanced, is 
6 per cent. Again, if the rate of interest nominally charged be 7 per 
cent, and the discount Si. 12«. Od., the interest actually realised is 9 per 
cent. 



84. — Between the Eotation or Seniority system, and Balloting, it is 
dificult to make a choice. By the first a member puts his name down on 
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the list of applicants, and waits his turn for an advance. If the society- 
has been some months in existence, when he joins or wishes to borrow, he 
may have to wait a considerable time before he obtains the loan he desires. 

85. — ^By the Balloting plan, the names of all the applicants are placed 
together in a ballot-box, and one is drawn out by lot, to whom preference 
is given. To this last arrangement the modem societies seem to incline, 
because, without the enormous losses consequent on the Bidding system, 
and the delay certain to attend that by Botation, each of the borrowing 
members individually has a chance of being fortunate enough to obtain 
the first right to an advance. 

As the names are drawn out of the ballot-box a list is formed in the 
order of which the loans are to be granted. If there be not money ^enough 
to suit all the applicants at once, those members whose names remain on 
the list have preference at the next advance before any subsequent ballot, 
provided they have been six months in the society. 

86. — It has been imagined that the system of Balloting is not legal, in- 
asmuch as it might be considered a species of lottery. Such an impression 
is entirely without foundation, since the ballot is merely introduced in a 
permanent Building Society for the simple purpose of collecting for an 
individual preference the names of the members, who desire to become 
borrowers and receive advances, for which each and all have to pay after 
the same rate of subscription and interest ; no favour in respect of repay- 
ment being obtained by any. The ordinary lotteries were very properly 
prohibited from very different motives, because they encouraged a system 
of gambling, by which one man was made rich, while his less fortunate 
rivals became impoverished. No analogy exists between the two cases. 

If the Bidding or Rotation plan be preferred, there would be found no 
difficulty in applying either to a permanent Building Society, but a clause 
should be introduced to ob\iate too great improvidence on the part of 
competing borrowers in the former case, or the disheartening delay of 
the latter system. 

87. — With respeot to the important question, how the siirplus bonus to 
Investing members should be ascertained and divided, errors of a grave 
character are frequently committed by societies. It appears to be thought 
by many that when a Valuation has been made of the fixture Eepayments 
remaining to be received from the borrowing members, the whole of the 
surplus shown may be taken to be realized profit, and allotted to the 
Investing Shares accordingly. If any portion is leserved to a Gruarantee 
Pund, that portion is frequently fixed at a very small amount, such as 
£100 or £200. The necessity of ample and liberal reserves, is one which 
practical advisers find the greatest difficulty in enforcing on the managing 
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bodies of Building Societies. Every estimate of the present value of the 
mortgages assumes necessarilj that the Eepayments will be punctually 
kept up, and until that has been proved to be the case by the complete 
discharge of the securities without loss to the society, the surplus profit 
on the transaction is not, in point of fact, realised. If the whole of the 
calculated surplus, therefore, be divided, and the members, who were in 
the society when the mortgages were granted, complete their shares and 
receive their Bonus, then, should loss subsequently arise on those mort- 
gages, it would have to be borne by the members entering after they were 
granted, attracted probably by this fallacious estimate of profit. The 
amount of reserve to be deducted, before an actual division of profit, must 
be determined in each case by the circumstances of the society, and the 
length of time the several mortgages have still to run, but to divide profits 
without making an ample reserve for contingencies of loss, is a highly 
dangerous proceeding. 

• 

88. — In /he general conduct of the society it ought to be borne in mind, 
that, at its commencement, a liberal yet careful outlay is requisite, to give 
due publicity to iU principles in the districts over which its operations 
are proposed, to extend. The preliminary expenses may perhaps be large 
in amount, but where they have been judiciously incurred, they are sure 
to be amply repaid by the future extent and importance of the institution. 
In order to efiect legitimately and advantageously the main object of 
Benefit Building Societies, care should be taken that the personal interests 
of no individual member are sacrificed by the adoption of any unjust 
regulations, which may have been introduced for the special advantage of 
another. As the chief aim is to provide a home for those, who otherwise 
might not be in circumstances to obtain it, the amount of available ^nds 
during each year should be so apportioned as to supply the greatest 
possible number with advances. Where a member has pecuniary means 
of his own, he ought readily to apply it towards part of his purchase, so 
that his less fortunate neighbour may participate to the fullest extent in 
the assistance which the society can afford him. 

Again, there is in general less spirit of speculation on the part of a bor- 
rower, who intends to occupy the house himself which he desires to buy, 
and it is found by experience that more substantial property is offered for 
security in such cases. 

89. — It is desirable that no meeting of the society should ever be held 
at any tavern or public house. The members may save much money by 
the adoption of this rule. They may do more : they may deliver them- 
selves from the temptation to form habits of intemperance and useless 
expenditure, which, to view them in no worse light, well nigh counterba- 
lance all the advantages to be derived from these institutions. 
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90. — The Bules should be framed by persons well versed in the princi- 
ples and practice of Benefit Building Societies, so that the advantages of 
both sound and new features may be secured. All such provisions, as 
experience has proved to be productive of loss or inconvenience, must be 
excluded. The set of rules in our Treatise on Copyholds are applicable 
to the proposed permanent plan, which we have prepared, of a Building 
Society, and may be adapted to the circumstances of particular localities. 
They have been carefully modified, since the publication of our first draft 
set in 184«7, by the results of uninterrupted experience, and by valuable 
suggestions communicated by the certifying Barrister for England, Mr. 
John Tidd Pratt ;* and we recommend them as providing a sound basis 
for any society, although we are far from believing, that they should be 
adopted, without modification, as fitted to every part of the country. 

91. — The promoters of new societies should carefully abstain from 
engrafting corrections upon the draft rules in question, which their inex- 
perience may pr event theip from perceiving, might have the effect of 
utterly destroying the connected link of principles by which the various 
clauses hinge upon each other. That this caution is not unnecessary, we 
may mention, by way of anecdote, that one of the most flourishing societies 
at present in Middlesex, had to go through the expensive operation of a 
revision and fresh registration of its clauses, after a great number of 
copies of its prospectuses and rules had been printed ready for circulation 
This arose from the promoters having adopted the general characteristics 
of our first draft set of rules, upon which they had made such fanciful 
alterations, that the system in their hands became a chapter of incon- 
sistency ; and they were put to expense in retracing their steps, which in 
great measure might have been obviated by a more legitimate proceeding 
at first. 

92 — Particular care should be taken in the rules to define accurately 
the method of distributing Bonuses out of surplus profits among the 
members. 

In many societies, the rules relating to profits are drawn so carelessly, 
as to give rise to much dissension and dispute between the members as to 
the interpretation to be placed upon their provisions. It is the more 



* [The certifying barrister in Ireland is Mr. J. Lysagbt Q-riflSn, and in Scotland, 
Mr. A. Camegy fiitchie. The annual reports of both these gentlemen on Friendly 
Societies, like theit of the senior official in England, contain much matter of great interest. 
It cannot be too strongly urged upon the pubUc mind, however, that their province does 
not extend beyond certifying the legality of the Kules proposed to be adopted by a 
Society : — the certificate is no evidence of the practical soundness of their provisions. 
These provisions may be such as to render disaster certain, and yet present no legal flaw 
for the certifying Burister to discover.] 



54 THB BALAirCe SHEETS OF 

important that care should be taken on this point in the first instance, 
that there is difficulty in afterwards altering a rule relating to profits 
where vested inteVests exist. 

93. — The Directors should be cautious not to offer too much discount 
on shares paid in advance. It may be safe to hold out a promise of accu- 
mulation's from interest, by the end of a term of years, at even 5 per cent, 
or more ; but it does not follow that it would be equally so, to allow 5 or 
4 1 per cent, discount on money tendered in advance. The distinction is 
obvious : — in the one case, the undertaking is simply to give the result of 
the interest after it has been realised ; in the other, the equivalent is 
parted with at once and a grave responsibility unnecessarily incurred of 
so investing the money received as to recover the discount (or forestalled 
interest) paid in advance. 

f^ [Far amendments necessary in the Law of Benefit Building Societies^ 
see the Preliminary Bemarhs to this Volume.'] 



CHAPTEE VI. 

THE BALANCE SHEETS OF BENEFIT BUII/DING SOCIETIES. 

Abt. 94. — ^We hare mentioned before, that it is customary for all Building societies 
to produce, once a year at least, a balance sheet relative to the state of their pecuniary 
affiskirs, which is certified by the auditors as correct, and generally concludes with an 
estimate of the improrement in the value of the shares, attained by the operations 
of the preceding year. It is evidently of the greatest importance, that such statements 
should be accurate, for, if a fictitious amount of profit be declared, the directors, not 
being aware of the error, are induced to make a corresponding augmentation in the 
entrance fee, to be required from any one, who may subsequently desire to join the 
society, and to participate in the supposed profits ; the efiect of which would be to 
deter persons from entering, and the scope of the association would be curtailed. 
The existing members also would conceive a false impression respecting the pecuniary 
value of their shares ; and, if any of them should desire to withdraw from the society 
before its termination, they would expect, and the directors might be led to pay to 
them, a premium equivalent to the profit declared, which, if it be overrated, must be 
prejudicial to the interests of the general body of shareholders. Considerable sums are 
in this manner frequently paid away in the early stages of societies under the name of 
bonus, which create an irreparable deficiency in the accumulated funds at the epoch of their 
intended termination. In a variety of cases, which have come before our notice, this mis- 
chievous circumstance has occurred, and has been found to have produced a most 
unfavourable effect on their financial position.* Moreover, many members who might be 
disposed to seek for advances, imagine that, if so large a profit can be made so soon, they 
surely wouldhave to pay too high a rate of interest for the loan desired. They become 

* The case is similar in its effect to that of a bankrupt tradesman, whose assets would 
enable him to pay 15*. in the pound to his* creditors, but who, by giving 20*. to some of 
them at first, leaves but 10«. in the poimd to those who are paid afterwards. 
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consequently dissatisfied, and do not borrow. Nor is the pernicious effect of these 
erroneous estimates confined to the members of the society, in which they occur. The 
false experience and superficial success, thus created, are quoted by the promoters of new 
associations formed on the same scheme, and serve both as an excuse for copying it, 
with all the errors it contains, without further inquiry into its safety or practicability, 
and as a means of attracting members eager to participate in similar advantages. 

95.— Such are the evil consequences attending an inaccurate statement of the position 
of a society at the end of any year ; and, yet, in many instances, the Balance sheets 
contain mistakes equally important wdth those, which are found in the rules and rates of 
subscription. 

The main source of error consists in the practice of inserting the whole nominal 
amount of a share, for instance £120, as having been lent in cash to a borrowing member, 
when probably he has only received £55 or £60. This is obviously incorrect, since it 
matters not what is the nominal value of the share, but merely what present sum in 
money has actually been advanced upon it, in Heu of the full amount, which the share- 
holder would otherwise be entitled to claim at the close of the society, and for which 
advance he has to pay a monthly annuity for a certain number of years. 

96.—In general, the only profit, which can be apparent in the annual statements, is 
that resulting from the interest already obtained through investing the subscriptions in 
loans ; and, as such, is merely what was assumed as probable in the fundamental cal- 
culations. By the accumulations of interest, year by year, the expected amount of the 
shares can alone be reaUsed, and the yearly profit thus produced is not a matter of congra- 
tulation, as if it were unexpected, but simply the means, by which the suppositions, 
forming the basis of the society, are rendered true. Hence, if profit at the end of any year 
be shewn, it cannot be carried to the credit of any but the investing or non-borrovring 
members, who are making their monthly payments in the hope of receiving, at the end 
of a certain number of years, the promised accumulation of their subscriptions and 
compound interest thereon, which together are represented by the shares they hold. 
The borrowers having cancelled their shares by the loans obtained, are not interested in 
or entitled to, any portion of the profit or interest reaUsed. 

97. — The question, however, may be said to present some difficulty of conviction, as 
it is frequently objected by Borrowers, that as, in a Terminating Society, they are 
exposed to participate in any losses, which may affect its duration, it would be but fair 
that they should also share in the pecuniary prosperity of the association. To this, 
which is but another proof of the evil of high-flown balance sheets, it can be only 
answered, that, as they have received their shares in advance, and frequently on very 
favourable terms, they should not afterwards claim a part of the profits, by wHch alone 
non-torrowers can expect to receive an advantage from the society equivalent to that 
already secured by the borrowers. Moreover, practically, /the Borrowers are greatly 
benefited, in the end, by a nem-participation in the annual profits j inasmuch, as the 
more rapidly the unadvanced shares improve in value, or progress towards completion, 
the sooner wiU the society arrive at its termination, and the sooner they will be entitled 
to cease their payments, and to have their deeds returned to them endorsed with the 
usual receipt. 

98. — The plan, hitherto adopted, of making a Balance sheet serve to give an estimate 
of the profit annually realised on the shares, is productive of the greatest confusion. 
The terms Dr. and Cr, tend to mislead, if the figiu^s under their head are considered 
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relative to profit or loss experieuced. A balance sheet merely supplies information aB 
to the items of monej rcceired, and the mode in which such receipts have been disposed 
of. It can express no opinion, as to whether any advantage or disadvantage has been 
derived from the way in which the money has been laid out, but simply conveys the facts 
as they have occurred ; and, as such, it is useful and necessary for the protection of the 
shareholders, because it shews clearly how the pecuniary affairs of the association are 
managed. In the other point of view it is not of much value, as something more is re- 
quired, than a mere statement of money received and money spent or invested, to attain 
a satis&ctory knowledge of the position of the society, as regards profit or loss incurred. 
"When the Auditors see under the head of Cr. a heavy item for expenses of management, 
it does not occur to them that so much money is simk and gone from the society for 
ever j the money is accounted for, that is all. 

99. — To arrive effectually at the actual value of the shares, an amiual valuation of 
quite a different character should be made, on the same plan as that adopted by Life 
Assnrance companies j by which, not only the sums received, and then invested or spent, or 
paid out on withdrawal, are considered ; but the present value also is estimated of the profit 
to be expected from the advantageous nature of the society's investments in the advances 
to the borrowers, relatively with the present value of its engagements in respect to the 
shares held by-non borrowers. This is not the business of a mere balance sheet, but 
must be efffected by a correct mathematical calculation, in which the expected duration 
of the subscriptions, and the interest actually realised, are taken into account. 

100. — This distinction has been overlooked by several writers in periodicals treating of 
this subject, who, in reviewing balance sheets, appear to believe, that in order to as- 
certain correctly the yearly profit or loss of a society, it is sufficient to form a profit and 
loss account, placing on the one side the various items of receipts from entrance fees, 
redemption fees, fines, &c., and on the other side the expenses, and to consider the balance, 
whichever it be, profit or loss, as representing the true value of the shares. The same 
rule being applied indiscriminately to every description of Benefit Building society, 
without any reference to the essential consideration, as to whether the rates of investors' 
subscriptions or borrowers' repayments are adequate to the originally promised results. 
The membei:?, however, can feel no security, respecting the actual progress of the society 
and their own future liabilities, unless an accurate estimate of the profit and loss ex- 
perienced by it be made from time to time ; and we would strongly impress upon them 
the necessity of insisting on the production periodically of a complete valuation of the 
position of the society, distinct from the ordinary balance sheet. — \^See Schedule C, 
Art. 103.] 

101 — Having mentioned the correct method, which ought to be adopted, we will proceed 
to give three specimens of balance sheets taken at random from a number of similar 
reports, for the purpose of shewing how they have hitherto been prepared j and to draw 
attention to the injurious effect of exaggerated declarations of profit. 

102. — It is essential to bear in mind that the mischief, produced by an erroneous view 
of the profits of the society, is even more serious in the earlier stage of its existence 
than afterwards, as the loss created by paying away money in the shape of Bonus to 
persons withdrawing, is increased with the number of years yet remaining of the pro- 
posed duration of the association. For example, suppose £500 be declared by way of Profit 
at the end of the 3d year of a 13 years society, which is realizing an average rate of 
interest of 7 per cent. ; since money doubles at 7 per cent, in 10 years, the £500 profit. 
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if paid away when declared, would cause a deficiency of £1000 at the end. As no evil 
is, generally, without a remedy, so immediate steps may serve to restore the association 
to its sound position. We, Uierefore, urge upon the Directors of all such societies to 
have their last halance sheet carefully re-adjusted, and the basis of their* subsequent 
statements settled upon correct and intelligible principles. The matter presents compa- 
ratively little difficulty, and a downward ^course of injudicious payment of supposed 
profit out of capital may be stayed. They would thus be enabled not only to ascertain 
satisfactorily, from time to time, the precise value of the unadvanced shares, but also to 
determine the probable duration of the borrowers' mortgage-repayments ; a point in 
itself of vital importance to that responsible class of members. 



BALANCE SHEETS. 



No. 1. 



Extract from the first report of the 



Society. Shares, £120; monthly 



subscriptions, 10^. per share (see page 23) :.— 

" The directors have to congratulate the members on the success which has attended 
the operations of the society during the past year — a success which verifies the cor- 
rectness of the prospectus issued at its formation. 

" The balance sheet shews the superior advantage of building societies over other 
modes of investment ; for if the amont received had been placed — ^say in a savines* 
bank, the profit would have been about £48., or Is. IQ^d. per share ; while by the 
legitimate operations of the society, the profit secured has amounted to 27382. 18i. Sd,, 
or 61. Os, 9ld. on the £6 per share paid, — ^making the present value 122. 0^. 9kd" 



Copy of the balance sheet annexed to the report, given verbatim : — 

Entrance money 

Subscriptions in advance 

Subscriptions for twelve months 

Foifeited shares 

Fines ... 

Transfers 

Postage 

Interest 



Premiums (or discount) on 33 (£120) shares taken up 
Premiums on 12^ shares not taken up, but for which 
the society has funds ... 

" Arrears : 
Subscriptions ... 
js in 60 ... .... •«• ... .. 

jjQtercB V ... ... ... «.• 

JlOSU^9 .•* •.. ••* ••< 



£70 2 


6 




1 







2530 10 







2 







12 1 







9 6 







2 11 







21 .12 10 








2649 2 4 


1016 6 





764 10 





2680 15 


190 10 





17 16 







2 







1 1 


^ 


911 17 R 



£5541 4 10 
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"Or. 
By fonnatdon expenaes, induding enrobnent of roles, 
and deed boxes ... ... 

ICanager't salary 

jrostaffe ... ... ... ... 



••# 



By mortgage property 



l> 


II 


II 


II 


II 


II 


w 


II 



By arrears of subscription 

^nemiums ... 

Cash at bankers 

Cash ill manager's bands 



£211 7 6 

764 10 

524 10 

4 



£25 14 2 

50 

6 12 

480 

240 

240 

2040 

960 

8960 



1499 18 8 



81 6 2 



5459 18 8 



To balance in &Totir of tbe society 

brought down ... ... ... £5459 18 8 

Deduct subscriptions on 453i shores, 

at £6 per share ... ... ... 2721 



£6541 4 10 



"Net profit realised 



... £2788 18 8 = to 6 9i per share 
Cash paid 6 



The present value of each share 



...£12 9i" 



The directors, in the aboye, congratulate the members on the success of the society, 
which they afSrm is manifested by the profit, 61. Og. 9^d, per share, realized in one year 
beyond the £6 year's subscription paid, a result equivalent to more than 100 per cent, 
interest for the money. 

This statement is, however, not correct ; and the error arises from the whole nominal 
amount of the 83 advanced shares, or £8960, being entered to the Cr. as having been lent 
in mortgage, whereas in reality the difference 20432. 16s. Od., (between £3960 and the 
discount or premiums 19162. 6s, Od. given loj the borrowers for the loan) is all that has 
been advanced. Moreover, the item 7642. 10s. Od.^ respecting the shares not taken up, 
but for which premiums have nominally been given, has obviously nothing to do with 
the business of the past year, and ought not have appeared in the balance sheet. 

These considerations change the result : — ^The following is a copy of the preceding 
balance sheet, arranged as it should be ; viz. : by placing only the money aotuaU$f 
received or due for arrears on the one side, and money aetualhf paid on the other. 
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"Dr. 

Ihitrance monej 

Subscriptions in adysnoe ... 

Subscriptions for twelye months ... 

Forfeited shares 

J? lues ■». ... >•• ... 

Transfers 

Postage (reoeiyed from members) ... 

Interest ... ••• ... 



" Arrears : 






Subscriptions ... 


* • 1 


• • • 


Rnes ... 


• • • 


t • • 


Interest 


• • 4 


• • • 


Postage 


» 1 • 


• • • 



"Or, 

By formation expensesi including enrohnent of ruleSi 
and deed boxes ... ... ... 

Manager^s salary 

Postage (year's expense to the society) 

By 83 shares taken up, yalue at £120 each ... 
Less the discount (or Premiunui) ... 



By arrears of subscription 

Cash at bankers 

Cash in manager's hands 



£211 7 6 

624 10 

4 



£70 2 

1 
2580 10 

2 
12 1 

9 5 
2 11 



6 









21 12 10 



190 10 





^nmu 


40 '9 


17 16 









2 









1 1 


6 










211 


7 6 








£2860 


9 10 


25 14 


2 






50 









5 12 













81 


6 2 


8960 





1916 5 










2048 15 



785 8 8 



2779 8 8 
£2860 9 10 



1}0 balance in fayour of the society brought down £2i779 3 8 

Deduct one yearns subscriptions on 458i shares, at £6 per sharei and 

the £1 in adyance ... ... ... ... ... ... 2722 



Difference 



... £ 57 8 8" 



which, diyided among the number of inyestors' shares, or those which haye not been ad- 
vanced, will giye the diyidend apparently realised per share for the past year. 

But the number of unadvanoed shares is 453^ less 33, or 420i, and 572. 3«. 8d, 
diyided by 420^ equals 2«. bd. nearly, which is the result of the past year's operations 
of this building society, as far as the above debtor and creditor account is concemedy and 
entitles the inyesters to receiye 2s, $d, per share at its termination^ in addition to the 
£6 paid by each. 

The true value of each share can only be ascertained by the method described in the 
preceding pages, in which would enter the yarious oonndexfttiont deduced from th9 
particular nature of the society. 
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"The 



Mutual Association. 



Original entrance fee, 2». 6d, Monthly subscriptionBi lOf. Bedemption, 4a. per 
share of £120 each. 

In the third annual report of this society, the directors state, that 86i shares have 
been adyanced during the last jear, which, added to those in the two preyious years, 
make a total of 261i shares, on account of which securities have been lodged with the 
society. 

" Since the auditing of the accounts, 6| shares, not included in that number, hayebeen 
further adyanced, which will make 267 out of 685 shares subscribed for ; and the di- 
rectors are under engagements to adyance 20 shares out of the fourth year's capitaL 

** The preset entrance fee upon new and additional shares is £6 ; but upon shares 
beinff taken to complete a purchase it is only 22. 2s. 0<f., at which sum it was agreed they 
should continue until after the shareholders* meeting in January last. 

** The minimum premium or discount upon purchased shares has been fixed by the 
directors at £56 per share for the fourth year." 



Summary of the financial statements as appended to the report :- 

" Q-eneral Accoimt, for the Third Year. 
"J>r. 

To cash, as per last accoimt 

Subscriptions, third year 

^Interest, entrance fees, fines rules, transfers, &c. ... 

Forfeit on ptirchased shares 

^Arrears oi subscriptions, fines, interest, &c. 

Cash adyanced as a loan 

Premiums as per last report 

Premium, third year 



£8329 17 


1 


3650 16 


6 


590 


7 
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100 16 





4085 





10626 19 


6 



4938 17 6 
£32382 7 1 



f( 



Cr. 



Expenteet first and second year . . . 

Interest on loans (2 years) 

176 shares adyanced, first and second year 

85i ditto, third year 

Management Expenses, third year 

Interest on loans 

Ground rent and insurance 

Arrears, as aboye 

Cash with bankers 



204 11 


a 


65 4 





21120 





10260 





77 18 


2 


183 4 


4 


11 1 


2 


100 16 





359 12 


2 



£32,382 7 1 



*[The practice of throwing seyeral items together to account for so large a sum as 
£500, as in tlie third line of the aboye debtor account, is unfair, and may justly become 
the subject of animadyersion among the shareholders.] 
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Profit Acooimt. 



Expenses for three years 

Subscriptions, ditto 

Interest, ground rent, and insurance 

A.rrears 

•ijoans , . , , . , . , , 

Cash with bankers 

Profit and bonus 



'' Cr. 
"Bj account as aboye 



**Sheunng : 

Profit and bonus brought down, divided between 635 shares of £120 

eacn ... ... ... ... ... ... ,., 25 2 U 

Subscriptions paid ... ... ... ... ... ... 18 



282 9 
11361 9 

259 9 

100 16 
4085 

859 12 
16933 11 


5 

6 


2 



£32,382 7 


1 


£82,382 7 


1 


£32,382 7 


1 



Estimated portion of each share cancelled in three years 



£43 2 



The aboye account contains various errors, and the items are injudiciouislj mingled 
together. The profit 15,933Z. lis. does not in reality exist, as it is in great measure an 
inaaginary advantage, supposed to have arisen from the discount given by borrowers on 
their shares, and, as such, ought not to have appeared in the balance sheet. 

We will not examine what would be found to be the actual value of the shares, sup- 
posing a proper calculation made, but simply remark, that the^ above furnishes ample 
evidence of the deficiency, arising from the expenses, which must exist towards the epoch 
of «> society's termination, if they so considerably diminish, even in three years, the 
interest realised on the investor's subscription ; for the receipts from interest and 
fees, including the forfeited shares, altogether only amount to 650Z. Os. 7d.f of which 
6412. 18». lid. has been absorbed by the expenses, leaving 1082. Is. 8d. to be divided 
between 368 unadvanced shares, which is about 6s. lOd. per share, and is all the interest 
obtiuned for three years' subscriptions on each. 

Such a result speaks for itself. 



No. 3. 



The 



Society. 



Original entrance fee, 2s. 6d. present one, £1 per share. Shares, £120. Monthly sub- 
Bcriptions. 10<. Redemption fee, 49. per share. 

In the first annual report the directors allude to the success which has attended the 
progress of the society : — 

"There are 113 members, holding 211^ shares, and the total profits, after deducting 
expenses, amount to 10692. 17*. 9f2., being 52. 1*. 2d. per share ; which added to the sub- 
scription of 61. paid on each share, shows a profit of 112. It. 2d. to be the progress made 
towards the realisation of each share." 
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The following are abstracta of the financial BtatemenU : — 

" Dr, " Cash Aoccount. 

Subscriptions on shares 

Entrance and redemption fees, fines, rules, &c. 



£1258 10 
60 13 9 

£1319 3 9 



Expenses 

Adranoes on 19i shares... 

Less premiums thereon ... 

Balance with bankers . . . 



66 U 9 



£2340 
1106 5 



1233 16 
18 14 

£1319 3 9 



Profit Account. 



"Dr. 

To expenses ... 

Balance or profit of the first year 



£66 14 9 
1069 17 9 

£1136 12 6 



"Cr. 

Premiums on 19i shares 
Subscriptions and fines in arrear ... 

Balance in bankers' hands 



Profit brought down : 

£1069 17«. 9(f. dirided by 211^ shares, gives 
Subscriptions paid 

Actual yalue of each share ... 



... £1106 6 

11 13 6 

1117 18 6 

18 14 O 

£1136 12 6 



£5 12 
6 



£11 1 2 



}* 



The above result is fictitious in consequence of the discount or premiums 1106Z. 5*. d 
given by the borrowers on the nominal value of their shares, being entered as actual 
profit or cash realised. Instead of any ijUerest having been produced by the past year's 
business, we find that the expenses have even entrenched on the receipts from 
fubscri^tions : — 



For the expenses paid amount to 

Less fees, fines, &c. to be received or in arrear . . . 

Leaving a deficiency of 



...£66 14 9 
... 60 13 9 

... £6 10 



which divided among the 192 unadvanced shares, gives a deficiency of about 7id. per 
share. 
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•Abt. 108.— SOHEDTTLB 0. 
Form of LiabilitieB and AbboU Account. 



1. Ontstanding accounts unpaid: f>i«. ... ... ...£ 

2. Loans and interest thereon due by the society : vU £ 



8. fTo net subscriptions actually receiyed upon shares (now 

actually in existence^ of depositing (or non-borrowing) members, 
from the ot 18 , to the 

>LO ••• ••• ••• •■• •■• ••• 

4. To interest due thereon up to this date and calculated at per 

cent, rate of interest, (being the rate obtained from the borrowers, 
or that promised to tiie depositors by the rules) 

6. To reserve for future expenses during years... 

Total ... ... 



1. By cash in hand : viz.. 



2. Value of property in possession, through default, if sold to produce 

CvCvOwvD ■•• •■« ••• • m % ••• ••• •■■ 

3. ABBEABS due upon existing mortgages : viz.t 

Be-payment subscriptions ... ... ...£ 

Fines and' fees... ... ... ... ...£ 



4. t By arrears of fines and fees due from non-borrowers 
6. Present yalue of future re-payments on existing mortgages, calculated 
at per cent, rate of mterest 

Total ... ..£ 

Balance ... ...£ 



The aboTe has been prepared by me, Chairman or Secretary, this 

of 18 , at 

* [Sdiedules A and B relate to the general business of the Society, and may be had 
on application to the Author.] 

t NOTB. — [The arrears of subscriptions due from non-borrowers must not be taken 
into account, as the society is only made debtor to them for the net Subscriptions 
receiyed.] 
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CHAPTER VII. 



ALPHABETICAL DIGEST 

OF THJi 

EXISTING LAW RELATING TO BUILDING SOCIETIES. 



It has been already explained in the Introductory Bemarks that, 
while it is hoped that the Digest, contained in the following pages, 
will afford an abstract of the existing Case-Law and Acts of 
Parliament useful for Solicitors, Managers, and Directors of Building 
Societies, yet its main object is, to prepare the mind of the Reader 
for the general amendments in the Law, which our experience, since 
the publication of the first edition of our Treatise on Building 
Societies in 1847, leads us still to recommend. (See pages vii to xii.) 
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ACCOUNTS. 

1, — Accounts to be rendered by the Society : — 

^' Once in every year a general statement of the funds and effects shall be preparedy 
specifying in whose custody such funds or effects are placed. 

*' Also an account of the receipts and expenditure during the yeiu:. 

" All to be attested by two auditors, and countersigned by the secretary. 

" A copy to be given to any member, on demand. 

*<Bules may provide, that any member demanding such copy, shall pay a sum not 
exceeding sixpence." — (10 Geo. 4, c. 56, s. 83). 

2. — Accounts to be rendered by individuals : — 

Any person (whether a member or not) receiving money on behalf of the Society, 
or entrusted with any of its property, must render account thereof. 

In default, the Society may petition the CJourt of Chancery, who may proceed in a 
summary way, and make an order, upon hearing all parties, which shall be final 
and conclusive. — (10 G^. 4, c. 56, s. 14).* 

This summary remedy does not take away the right of the Society to an action-at- 
l&w.— {Sharp v. Warren, 1818, 6 Price, 131.) 

This case was decided upon the old Act, 33 Geo. 3, c. 54, s. 8 ; but sect. 14 of 10 
Qeo, 4, c. 56, was framed upon that clause, and the decision, therefore, holds good. 

ACT. 

3. — The Act relating to Building Societies, 6 & 7 Wm. 4, c. 32, 
(1836,) is a public Act, and extends to Great Britain, Ireland, and 
Berwick-upon-Tweed. — (s. 9.) 

It consists, not merely of its own nine sections, but also of every 
clause in the 1 Geo. 4, c. 56, and the 4 & 5 Wm. 4, c. 40, which is 
applicable to Building Societies. — (s. 4.) 

These Acts have since been repealed, but that repeal does not affect their bearing on 
Building Societies, as for the purposes of Building Societies their clauses are in- 
corporated with those of the 6 & 7 Wm. 4, c. 32, which has not been repealed. 
—Reg. V. Merionethshire 1844, 6 Q. B. 343 and Walker v. Giles (per Wilde, C. J.) 
1848, 6 C. B. 662, 18 L. J. 343 C. P. 

The benefits of the Act extend to Societies established before the 
1st June, 1836, provided their Rules are certified and deposited 
according to 10 Geo. 4, c. 56, and 4 and 6 Wm. 4, c. 40 : — no such 
Society was required to alter its Rules. — (s. 7.) 

ACTION. (See Proceedings.) 

4. — ^An action, for arrears due on a Mortgage, and generally for 
causes arising out of the relation of Mortgagor and Mortgagee, 
between the Member and the Society, may be maintained — 

* [The jurisdiction was vested by the Act in the Court of Exchequer ; but it has been 
transferred to the Court of Chanceiy along with all the Equity jurisdiction of the Exchequer 
Court, by the Act 5 Vict., c. 6.] 
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notwithstanding a Eule for reference to Arbitration of disputes 
between a Member and the Society. 

Morrison v. Glover, 1849, 4 Exch. 430; Fleming v. Selfy 1864, 3 De Gex, 
M. & G., 997; Scratchley on Copyholds, App. 27; Farmer v. Giles, 1860, 
6 H. & N., 763. 

5. — ^An action, for breach of the covenant for repayment in the 
Mortgage Deed, may be maintained, notwithstanding the Directors 
have their remedy by collection of rents or by sale. 

Jteeves v. White, 1852, 17 Q.B. Rep. 996, 21 L. J. Q. B., 169; per Lord 
Campbell, C. J. 

6. — If the Rules provide that no action shall be brought without 
the consent of a Special Meeting , the Meeting giving such consent 
need not be one called for that purpose alone, but may proceed to- 
other business, if due notice has been given. 

CulhiU y. Kingdom, 1847, 1 Exch., 494. 

ALTERATIONS. 

7. — Alterations of Rules may be made at a General Meeting of 
the Members, convened by written or printed notice, signed by the 
Secretary or President, or other principal Officer or Clerk, upon a 
requisition by seven or more Members. The requisition and notice 
must be publicly read at the two usual Meetings held next before 
the General Meeting. The General Meeting may appoint a Com- 
mittee to make the alterations. No alteration is to be made without 
the concurrence of three-fourths of the Members present, or of the 
Committee. — (10 Geo. 4, c. 56, s. 9.) 

8. — The seven Members signing the requisition can compel the 
Secretary to give notice of a Meeting for Alteration of Rules. 

In Heg. v. Bannatyne, 1861, 20 L. J. Q. B., 210, Erie, J. refused a Mandamus, 
but his decision was overruled on a review of the case. See 17 Q.B., 624. 

9. — All alterations must be certified by the Government Barrister, 
upon an affidavit from the Secretary of the Society that aU the 
provisions of the Act and of its Rules have been compHed with. If 
the Barrister refuse to certify, appeal may be made to the Quarter 
Sessions. — (10 Geo. 4, c. 66, s. 5.) 

The following is the Form of Affidavit : — 

«I, V of- > 

"the Clerk (or Secretary, or one of the Officers) of 

'' Society, held at in the county of. 

^ make oath and say, that in the making the alterations or amendments in the 
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'' Rnlei of the said Societji the proyitloiis of the Act under which the Rules of 

'< the said Society are certified, Dave been duly complied with. 

''Sworn this day of... 18 ^ before me, 

M ^ ^^^^^ 

*' A Justice of the Peace, acting for ..*' 

10. — No fee is due to the Barrister if the alterations are made 
within three years after enrolment, nor if they are Copies of En- 
rolled Rules of any other Society. — (4 & 5 Wm. 4, c. 40, s. 5.) 

11. — Members under notice of withdrawal would probably not be 
bound by alterations subsequently made. 

Armtoffs y. Walker, 1855, 2 Kay and Johnson, 211, per V. C. Wood. 

ABBITBATION. 

12. — Unless the Rules of the Society provide for a reference of 
disputes to the Justices of the Peace, the only remedy in case of 
differences between a Society and its Members (as Members), is by 
a reference to Arbitration. 

The jurisdiction of the Superior and other Courts of Law is taken 
away by 10 Geo. 4, c. 56, ss. 27, 28, 29. 

** It is contended on the part of the defendant:;, that this enactment" (9 Geo. 4, c. 
92, s. 45, relating to SaWngs Banks, which is of similar import to the 10 Geo. 
4, c. 66f ss. 27, &, 29, which relate to Ruildinff Societies) '* is imperative upon 
" the plaintiff, taking away the jurisdiction of Uie Courts of Common Law, and 
*' leaymg the party who complains no other mode of determining his claim 
'' than that which is pointed out and provided by the Act. It is not denied, on 
** the part of the plaintiff, that the present case falls within the description of 
** those contained in the section : indeed, it would be impossible to arg^e that 
" the present is not a dispute between persons acting under the Institution and 
'' an individual depositor; but it is contended by the puiintiff, that the jurisdiction 
** of the Courts of Common Law is not ousted, by any word to be found in this 
" section ; and that the utmost which the section contemplates is to create a 
** concurrent and not an exclusive jurisdiction in the arbitrators. But we are 
" of opinion, that both with reference to the words of the Statute and the 
*' object which it had in view, the plaintiff is barred from maintaining the present 
** action in a court of law, and must pursue the remedy provided by the Statute. 
" It is, undoubtedly, true that the jurisdiction of the Superior Courts of West^ 
** minster is not to be ousted, except by express words, or by necessary impli- 
** cation (Cates v. Knight, 1789, 3 T. R., 442) ; yet where the object and intent 
** of the Statute manifestly require it, words that appear to be permissive only, 
** shall be construed as obligatory, and shall have the effect of ousting the 
*' courts of their jurisdiction. As in CaUs v. Knight^ where a clause enacted, 
" that it shall and may be lawful for a Justice of the Peace to hear and deter- 
** mine offences against the Act, that subject the offender to penalties not 
^ amounting to £50, with a power to the Justices to mitigate the penaltiesy 
** whilst the same Act directed that all penalties which amount to jE50 or more 
" shall be sued for in His Majesty's Courts at Westminster ; it was held, that 
M by necessary implication the courts above were ousted of their jurisdiction in 
<' iu the case of penalties not amounting to £50. Now, in this case the Legis- 
" lature has enacted, that disputes of the description of the present shall be 
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" referred — words which in their natural force denote an obligation, not a 
'^ permission only; and unless these words are construed to be compulsory on 
*' the plaintiff^ they mean nothing. If they are not compulsory on the plaintiff, 
" neither can they be so upon any principle of fair construction upon the 
** defendant. And if recourse to arbitration is not intended, except both 
" parties choose to adopt it, then, indeed, the Act is made a dead letter, for 
** it would be competent for both parties to refer the dispute to arbitration, if 
" they both agreed upon it, without the intervention of the Statute. In order, 
** therefore, to give these words of the Statute any force or operation, the 
" word * shall * must be construed as obligatory ; that is, that the matter in 
" dispute shall of necessity be referred to arbitration, and not be determined in 
" any of the Courts of Westminster Hall. But, looking at the object and 
** intention of the Legislature, we think it clear that their remedy by action is 
" taken away, and that by arbitration substituted in its plsice "—Judgment of 
Lord Chief Justice Tindal in Crisp v. Bunbury (1832, 8 Bingham, 394.) 
Upon a rule for a mandamus to the Judge of the County Court to proceed with 
" this action, which was brought by a Member of a Building Society, within 
" the provisions of the 6 & 7 Wm. 4^ c. 32, against an Officer of the Society, it 
" was contended, that by section 4 of that Statute, incorporating the provisions 
" of the 10 Geo. 4, c. 5Q, ss. 27, 28, 29, and by the 26th Rule of the Society, 
" directing a reference of all disputes to Justices of the Peace, the right to 
*' bring the action was taken away ; and I am of opinion that liiis is so. By 
** those sections, provision is directed to be made by the Rules, specifying 
" whether disputes shall be referred to Justices or to arbitration ; and the decision 
" upon such reference is made final. Those sections and this rule, providing 
" for a cheap, simple, and speedy decision, oust the jurisdiction of the ordinary 
" tribunals {Crisp v. Bunbury [see above], Timms v. WiUiams, 1842, 3 Q. B., 
" 413 ) In CutbiU v. Kingdom, 1847 (1 Exch., 494), the action was held 
'< maintainable, because the rule there relating to reference did not comprise 
" the matter of that action ; but by the exception the rule was recogmzed. 
" The 9 & 10 Vict., c. 96, s. 58, does not operate to take away the effect of 
" these statutes from County Courts, or revive a power of bringing actions 
<' there, which had been taken away from all courts generally. The rule must, 
*' therefore, be discharged." — Eblb, J., inexparte Payne (6 Dowling & Lowndes, 
679), 1849. 

13. — Is it competent for a Friendly [or Building] Society to make 
a rule, providing that a Member requiring a reference to arbitration 
must deposit a sum of money to abide the result ? 

Sir W. BoviLL, when Solicitor-General, was of opinion that it is, and that there is 
no legal restriction as to the amount which might be required to be deposited. 
(See Report of Registrar of Friendly Societies, 1866, p. 30.) But the learned 
Judge of tho Wolverhampton County Court, A. M. Skinner, Esq., Q.C., in a 
case before him (unreported, but kindly communicated to us by himself), decided 
to act, notwithstanding such a rule, on the ground that it operated as a denial of 
justice to a poor member. 

14. — What are to he referred to Arbitration. 

All disputes, connected solely with the affairs of the Society, arising between 
it and any Member, or person claiming on account of a Member, as Member. 
flO Geo. 4, c. 69, s. 27.J 



15. — What are not disputes referable to Arbitration. 

See Action, Soucitor. 

The Executor (Kelsall v. Tyler, 1868, 11 Exch. 630, per Pollock, C.B.,) or 
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Administrator (Knox v. Shepherd, 1860, 2 L.T., N.S., 351 Q.6,) of a Member 
are not claimants, '' on his account ** witiiin the meaning of the Act. See also 
Smith Y. Lloyd, 1859, 26 Bear. 507. 

16. — Proceedings in Arbitration, 

The Rules are to specify the number of Arbitrators, and the mode of Ballot, by 
which those to act in each case of dispute are to be chosen. 

They must be not less than four in number (at least three to act 
in every case of dispute), and should be elected at the first Meeting of 
the Society. 

If elected at some subsequent Meeting, the election would still be yalid : — ^for this 
part of the provision is directory, and not imperative, as it contains ''mere matter 
of direction, and nothing more." — Taunton, J., in Pearte t. Morriee, 1834^ 
(2 A. & E., 96.) 

'* There is a known distinction between circumstfinces which are of the essence of 
a thing required to be done by an Act of Parliament and clauses merely 
directory. The precise time in many cases is not of the essence." — Losi> 
Mahsvield, in Rex y. LoxdaU (1 Burrow, 447), 1758. 

The 54 Geo. 3, c. 84^ enacted that the Michaelmas Quarter Sessions shall be 
holden in the week next after the 11th of October. Held that this was direc- 
tory, and that they might legally be holden at another time. — The King 
V. Leicester (7 B. C, 12.) 

By a Local Act constituting a Dock Company, it was enacted, that the Minutes 
of the Proceedings of the Meetings of the Directors should be signed by the 
Chairman at each respective Meeting. Held, that signature at a subsequent 
Meeting after the minutes had been read and confirmed, was a sufficient 
compliamce. — Southampton Dock Company y. Richards (1 Scott N. R., 219), 
1840; London and Brighton Railway Company y. Fairclough (5 Scott N. R., 
68), 1841 ; West London Railway Company v. Bernard (3 Q. B., 873), 1843 ; 
Miles y. Bough (3 Q. B., ^45), 1843; Dwarris on Statutes, 2nd Ed., 1848, 
p. 606, et seq. ; Thompson on Building Societies. 

In case of death, or refiisal or neglect to act, the Society or 
General Committee are to elect new arbitrators in the place of those 
ceasing to be so, at their next Meeting. 

Arbitrators must not be interested in the funds of the Society. 

If the Society do not, within forty days after an application by a 
Member for reference to arbitration, comply with such application, 
or if the Arbitrators neglect or refiise to make an award, the 
Trustees or other Officers of the Society, against whom complaint 
is made, may be summoned before two Justices, who may determine 
the matter at issue. — (10 Geo. 4, c. 56, s. 27.) 

Notice of an appointment by Arbitrators, for the purpose of proceeding with a 
reference, must be properly served, and not merely addressed to the Member, 
by post, according to the last entry on the register. — HiUon y, HiU, 1863, 
9 L. T., N. S., 383. 

AWABD. 

17. — The Award of Arbitrators must be in the following form : — 
[See Schedule, 10 Geo. 4, c. 56.] 
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** We^ the major part of th,e Arbitrators^ duly appointed by the... 
Society, established at..... in the county of. 



Do hereby Award and Order, That A. B. [specifying by name the party or 

the Officer of the Society] do, on the day of. 

pay to C. D. the sum of. ....[or, we do hereby 

reinstate in, or expel, A. B. from the said Society, as the case may be.] 

Dated this..... day of. One thousand 

eight hundred and 

E. P. 

G. H." 

18. — When made according to the true purport and meaning of 
the Bules^ it is binding on all parties^ final and without appeal^ 
either to Courts of Law or Equity, and may be enforced by pro- 
ceedings before Justices. — (10 Geo. 4, c. 56, s. 27.) 

19. — ^A Court of Equity has no jurisdiction to alter the Award, 
unless there be error upon the face of it, or it be shown to have been 
corruptly made. 

Armitage y. Walkery 1855, 2 Kay and J. 211. 

20. — ^If the Arbitrators iieglect their duty, as by refusiug to hear 
evidence on both sides of the question, the Justices have jurisdiction, 
as that is tantamount to a refusal of the Award. 

Reg, y. Qranty 1849, 14 Q.B. 43, 13 Jur. 1026 19, L. J. M. Oases, 69. 

21. — The Arbitrators may decline to hear counsel. 
In re Macqueen, 1861, 9 C. B. N. S. 793. 

22. — The Arbitrators (in a Building Society) cannot award costs. 

Armitage v. Walker (see above) 
KeUall V. Tyler, 1856, 11 Exch. 537. 



BONUS. [See also Eedemption.] 

23. — Bonus from a Member for receiving a Share in advance may 
be taken by the Society, at any rate of interest. 

Even before the Usury Laws were repealed. Building Societies were specially 
exempted from their operation, by the 6 & 7 Wm. 4, c. 32, s. 2. — Carr v. 
Johnson, Ct of Exch., Nisi Prius, June, 1848 ; see also Burbridge v. Cotton, 
1851, 5 De Gex and S. 17. 



BORSOWIXO MONET. 

24. — Borrowing Money on behalf of the Society. 

<' I am of opinion, that a Rule authorising the raising of money for the purposes 
of a Society would be repugnant to the fundamental principles of the Society, 
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and that it cannot be certified as a Role in conformity to Law and with the 
provisions of the Statute." — Lord Westbubt, when Attomej-General, 6 
July, 1867. 

CEBTIFICATE. 

25. — The course of proceeding necessary to be adopted to obtain 
the Enrolment of the Rules of an intended Society is as follows : — 

Two copies of the Rules, written (or printed) on paper or parchment, signed by 
three Members and the Clerk or Secretary, must be sent (with the fee of one 
guinea) to the Barrister appointed to certify Rules of Savings Banks, for liie 
purpose of ascertaining whether the Rules are calculated to carry into effect 
the intention of the parties framing them, and are in conformity with law, and 
with the provisions of the Statutes in force relating to such societies ; and the 
Barrister is to advise (if required) with the Clerk or Secretary of the Society 
to be formed, and give a certificate on each of the said copies, that the same 
are in conformity to law and to the provisions of the Statutes in force relating 
to such societies, or point out in what part or parts the said Rules are repug- 
nant thereto. The Barrister is to return one of the copies to the Society, and 
transmit the other to the Clerk of the Peace for the county in which the 
Society is formed; and the Rules may be legally acted upon from the time 
when the same are certified by the Barrister. — (4 & 5 Wm. 4, c. 40, s. 4.) 

26. — The Certificate refers back to the formation of the Society; 
thus, a Mortgage taken by the Society before Certificate does not 
require a stamp. 

WiUiams v, ifayward, 1855, 22 Beav., 220, 1 Jur. N. S., 1128, 25 L. J., Ch., 289. 

27. — The Certificate is conclusive as to the validity of new or altered 
Rules, even though the Rule of the Society as to the manner of 
making new Rules has not in fact been comphed with. 

Dewhurst v. Clarkson, 1864, 3 Ell. and Bl., 194. As the Certifying Barrister, 
however, has no power to ascertain whether the affidavit on which he granted 
the Certificate is true or not, this decision gives some opening to fraud, and the 
doctrine would probably be departed from if any case of obvious error were 
to arise. Erie, J. dissented from the decision of the Court. 

COMMITTEE. 

28. — The Rules must specify the number, powers, and duties of 
the Committee of Management, who must be Members. — (10 Geo. 4, 
c. 56, ss. 10, 12.) 

COPYHOLDS. 

29. — By the words ^^ freehold or leasehold property,'^ and ^'dwel- 
Ung-houses or other real estate,'^ inserted in the introductory part of 
the Building Societies^ Act, it follows that copyhold property, which 
is comprehended in the term "real estate," may be acquired and 
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enfranchised through the instrumentality of Benefit Building Societies. 
See Art. 69, Objects. We recommend our readers to examine the 
plan which we have devised for the Enfranchisement and Improve- 
ment of Copyhold and Church Leasehold Property, by the formation 
of Copyhold Enfranchisement Societies, registered under the Building 
Societies' Act. — (See Scratchley on Copyhold's,) 

COUET. 

30. — The County Court has no jurisdiction where the Rules pro- 
vide for a reference to two Justices of the Peace. 

Exparte Paym, 1849, 6 Dowling & Lowndes, 679, 18 L. J. Q. B., 197. 

31. — The Courts have no jurisdiction under the Act in an Enrolled 
Society which has ceased to act upon its certified Rules. 

Exparte Norrish, 1821, Jacob, 162 ; Re^. t. Lord Godolphin, 1838, 8 A. & E., 338. 

DEATH. 

32. — ^If the Trustees of the Society, upon the Death of any Member 
intestate, have paid or divided any sum of money to or amongst 
any person or persons who appear to them to be entitled to his 
efiects, such payment is valid as against any person claiming as next 
of kin or legal representative of the Intestate : but the next of kin 
or representative has a remedy against the person or persons 
receiving the money. — (10 Geo. 4, c. 56, s. 23.) 

They may pay any sum not exceeding £20 without Will or Letters 
of Administration. — (s. 24.) 

DEFICIENCY. 

33. — In a Terminating Society, if the Funds are insufficient to 
pay out the Investing Members, both Borrowers and Investors must 
continue their Subscriptions till the unadvanced Shares realise their 
full amount. Nevertheless, the Borrowers are entitled to have their 
Mortgage Deeds delivered up to them as soon as the period of ter- 
mination, on which the Society was supposed to be based, has expired. 

/Sparrow v. Farmer, 1869, 26 Beav. 511, 28 L. J. Ch., 637; 5 Jur. N. S. 630; 
Farmer v. Smith, 1869 (4 H. & N., 196). 

A Member of a Society whose Rules provided that, upon payment by a borrowing 
Member of a sum to be ascertained as therein set forth, his Shares should be 
wholly extinguished, had assigned his mortgage, and the assignee had paid the 
redemption price. The Society, nevertheless, demanded and received from the 
Member the contributions required for meeting the deficiency which arose at the 
period for terminating. It was held that he could not recover these payments 
against the assignee of his mortgage. Priestley v. Hopwood, 1864 10 L. T., 
M. S., 646 Q.B. As to this case, see the remarks of Mr. Barry, in his Treatise 
on the Law of Building Societies. 
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DEFINITIONS. 

34. — The following Definitions of a Building Society are given by 
the Act of 1836 :— 

1. — (Preamble) A Society established, "principally amon^ the industrious classes, 
for the purpose of raising, by small periodical subscriptions, a fund to assist 
the Members thereof in obtaining a small freehold or leasehold property." 

2. — (Sect, 1) A Society, which may consist of "any number of persons, for the 
purpose of raising, by the monthly or other subscriptions of the several Members, 
Shares not exceeding the value of one hundred and fifty pounds for each 
Share, such subscriptions not to exceed in the whole twenty shillings per 
month for each Share, a stock or fund for the purpose of enabling each 
Member thereof to receiye out of the funds of such Society the amount or value 
of his or her Share or Shares therein, to erect or purchase one or more 
dwelling house or dwelling houses, or other real or leasehold estate to be 
secured by way of mortgage to such Society, until the amount or value of his 
or her Shares shall have been been fully repaid to such Society with the interest 
thereon, and all fines or other payments incurred in respect thereof.'' 



f > 



DISSOLUTION. 

35. — By 10 Geo. 4, c. 56, s. 26, it is provided, that a Friendly 
Society cannot be dissolved without the consent of five-sixths in 
value of its members, and that any person concerned in a division or 
misappropriation of the funds, without such consent, is liable to 
penalties; but it is doubtful whether this section is one of those 
'^ applicable to Building Societies,^' and several have in consequence 
been wound up under the Companies^ Act, 1862. 



FINES. 

36. — ^A General Meeting may inflict reasonable Fines, Penalties, 
and Forfeitures, upon Members offending against the Rules. The 
Rules are to direct how the fines are to be applied. (6 & 7 Wm. 4, 
c. 32, s. 1.) 

37. — Non-fulfilment of the covenant in a Mortgage Deed for pay- 
ment of Fines, is not a dispute referable to Arbitration ; but Fines 
accruing on unadvanced Shares are subject to Arbitration. 

CutbiU V. Kingdom, 1857, 1 Exch. 494, 17 L. J. Exch. 177. Knoas et dL v. Shep- 
herd, 1860, 2 L. T. N. S. 361, Q. B. 



FOSFEITURE. 

38. — ^A rule forfeiting unadvanced Shares, in the event of non- 
payment of Subscriptions for a given period, is not unreasonable^ 
nor contrary to law. 
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Per Williams, J., in Card ▼. Carr, 1856, 1 C. B. N. S. 197 : 26 L, J. 113, C. P. 
In this case the two Directors in attendance on a subscription night inad- 
vertently received money on a share which had been forfeited by non-payment, 
and the Board afterwards repudiated it, and returned the money. By the rules 
five Directors were a quorum. The Court held, that the forfeiture had not 
been waived. 



FOBMS. 

39. — Forms of Conveyance, Mortgage, Transfer, Agreement, 
Bond, or other instrument, may be set fortli in a Schedule to the 
Enles. (6 & 7 Wm. 4, c. 32, s. 3.) 



FREEHOLD LAND SOCIETIES. 

40. — Building Societies have no power to purchase land, except 
out of the Surplus Funds, where authorized by the Rules, and the 
Directors cannot contract Debts on behalf of the Society for the pay- 
ment of the purchase-money. 

Qrimes v. Barrison, 1859, 26 Beav. 435, 33 L. T. 116, Ch. MuOoek y. Jenkins, 
1861, 14 Beav. 628, 21 U X, 66 Ch. 

41. — Purchase of land by Members on behalf of the Society, where 
the Rules do not authorize it, is an individual speculation of the 
persons purchasing, and they cannot sustain a claim for contribution 
to the purchase-money from the other Members. 

Re Kent Benefit Building Society, 1861, 1 Drewry and Smale 417 ; 30 L. J„ 785 
Ch. ; 4 L. T. N. S. 610; 7 Jur. N. S. 1046. 

42. — A Building Society can recover Subscriptions due from its 
Members, even though it acts illegally as a Freehold Land Society. 

Reg. V. D'Eyncourt, 1864, 4 B. & S. 820; 10 Jur. 613 ; 12 W. R. 408. 

43. — ^Allottees of land should be carefiil to see that the title of the 
Society^s Trustees to the land is complete. K it be defective, the 
original vendors may enforce contributions to the purchase-money 
from the several allottees. 

Peto V. Hammond, 1861, (29 Beav. 91, 30 Beav. 496, 31 L. J., Ch. 364) was a 
case where land had been bought on behalf of a Building Society, acting as a 
Freehold Land Society, but the whole of the price not having been paid, the 
Vendors had a lien on the conveyance for the unpaid portion. Meanwhile, the 
Society proceeded to allot the land among its members. It was held that the 
Vendors, in a suit to recover the balance due, must join the whole of the allottees 
as defendants, and that the allottees were all liable to contribute to payment 
of it 
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44. — Allottees should be careful into what covenants' they enter ; 
and Trustees should see that all necessary restrictions are duly pro- 
vided for in the several mortgage deeds. 

Eastwood Y, Levers, 1863, 9 L. T. N. S. 615 ; 33 L. J., Ch. 355. 

45. — ^Allottees of land^ even though let into possession, have no 
estate in it until the purchase-money has been paid by the Society 
and the property conveyed to the Members. 

Reg, V. InhaUtants of Carlton, 1849, 14 Q. B. N.S. 110; 13 L. T. 505. 



FRIENDLY SOCIETIES. 

46. — The provisions of the old Friendly Societies' Acts (10 Geo. 4, 
c. 56, and the 4th and 5th Wm. 4, c. 40) apply to Building Societies, 
so far as they can be made applicable. As regards Friendly Societies 
they have been repealed. 



INTEREST. 

47. — No interest or dividend, by way of profit on the Shares, can 
be received by any Member from the Society, until his Shares are 
realised, except upon withdrawal. (B. S. Act, sect. 1.) 



INVESTMENT. 

48. — The uses and purposes to which the Funds are to be applied, 
and the manner in which the Society is to give its consent to the 
laying out and disposing of the Surplus Funds, must be set forth in 
the Rules. (10 Geo. 4, c. 56, s. 13.) 

49. — The Funds are not authorised to be invested in any Savings 
Bank, nor with the National Debt Commissioners. (B. S. Act, s. 6.) 

50. — The Surplus Funds may be invested in purchase of real 
estate, if the Rules so provide. 

Mullock V. Jenkins, 1851, 14 Beay. 628; 21 L. J. Ch. 65; Grimes t. Harrison, 
1869, 26 Beav. 435 ; 28 L. J. Ch. 823 ; 6 Jur. N. S. 528. 



JOINT MEMBERSHIP. 

51. — "It is inconsistent with the object which the Legislature 
contemplated (which was to assist individuals), that persons 
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combining together and forming a Joint Stock Company, should ever 
be capable of being members of a Benefit Building Society/' 

Sir L. Shadwell, V.C.> in Dobimon y. Hawkes, 1848, 16 Sim. 437 ; 12 Jur. 1037. 

52. — Two or more persons may jointly become Members. 

This has neyer been judicially decided, though Walker v. Giles, 1848, arose on a 
mortgage granted to two members as joint holders of certain shares. 6 C. B. 
662; 18 L. J., G. B. 323. 



JURISDICTION. 

53. — ^In questions involving the relation of mortgagee and mort- 
gagor between the Society and the Member, the Courts of Law and 
Equity have jurisdiction, notwithstanding a reference of disputes to 
Arbitration may have been provided for in the Rules. {See Action.) 

4 & 5 Wm. 4, c. 40, s. 7 ; per Erie, J. in R, y. Trajford; 1864, 4 E. & B. 122 ; 24 
L. J., M. C. 20; CutbiU v. Kingdom, 1847, 1 ^. 494; Fleming v. Self, 1864, 
3 De 6ex. M. & 6. 997, 24 L. J. Chan. 29. 

See also Aebiteation and Couet. 



LUNACY. 

54. — The Rules should contain a provision for the case of Members 
becoming lunatic, as there is nothing in the Acts of Parliament 
which meets it. 

MIXOBS. 

55. — ^With the consent of his parents, masters, or guardians, a 
Minor might become a Member of a Friendly Society, execute 
instruments, give acquittances, and possess the privileges and re- 
sponsibilities of a Member of fiill age, by the 10 Geo, 4, c. 56, s. 32 ; 
but it is doubtful whether this section is one of those ^^ applicable to 
Building Societies.^ 
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MOBTGAGE I8ee Kedbmftion]. 

56. — Care should be taken that the Mortgage Deed is consistent 
with the Rules of the Society. See Art. 98, Rules. 

Moaletf Y. Baker^ 1848, 6 Hare 87. 

57. — The Mortgage should be given to the Treasurer or Trustee 
for the use and benefit of the Society. (10 Geo. 4., c. 56, s. 21). 

M 
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58. — ^After death or removal of any Treasnrer op Trustee, the 
Mortgage vests in his successor without any conveyance or assign- 
ment whatever. 

Walker v. GOes, 1848, 6 C.B. 662, 18 L. J. C. P. 323, 13 L. T. 209. 

59. — The removed Trustee need not be asked to execute any 
assignment, and would be entitled to his costs of appearance against 
the Society if made a party to a suit for appointing another trustee 
to convey. 

Third Burnt Tree Building Society, 1848, 16 Sim. 296; 12 L. T. 3, 12 Jur. 695. 

60. — ^A Mortgage taken before the Bules have been certified and 
deposited is exempt from Stamp Duty, provided those formalities are 
complied with before action is brought ; for the certificate refers back 
to the formation of the Society. 

WiUiami y. Hayward, 1865, 22 Bear. 220. 

61. — ^Advances may be made, and Securities taken, upon houses 
or property neither bmlt nor purchased with the Mortgage money. 

CutbiUy. Kingdom, 1847^ 1 Exch. 494; Morrison y. Qlover, 1849, 4 Ezch. 430; 
19 L.J., Exch. 20. 

62. — Does a Mortgage create the relation of Landlord and Tenant 
between the Borrower and the Society ? 

*^ The object and general contents of the Deed are inconsistent with the intention 
of creating the relation of Landlord and Tenant as stated in the condiiding part 
of the Deed." WUde, C.J. in WaXker y. QUee, 1848, 6 C. B. 662. 

<' In any yiew of the case it would be merely a tenancy at will." — Crompton, J., 
in Turner y. Bam^e, 1862,. 2 Best and Smith, 435: 9 Jur. N.S. 199. [See 

TXRANCT.] 

63.— The Mortgage Deed is often drawn in the form of a mere 
Conveyance upon trust for sale, and in Scweiizer v. Mayhew, 1862, 31 
Beav. 37, an Order for Foreclosure was refused in consequence : but 
as the remedies by sale or collection of rents are better suited to the 
circumstances of Building Societies, this is not of great importance. 

64. — ^An action may be maintained for breach of the covenant to 
repay, notwithstanding that the Directors have their remedy by Sale 
[or collection of rents] . See Art. 5, Action. 

65. — ^In a Terminating Society, the obligation to pay subscriptions, 
if required, beyond the expected term subsists, though the security- 
may have been vacated by Redemption. 

Farmer y. Smith, 1859, 4 H. & N. 196, 28 L. J. 226, En. Handley y. Farmer, 
1861, 29 Beav. 362. 
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66. — The form of Receipt to be given by the Trnstees on satis- 
faction of a mortgage must be set forth in a Schedule to the Bnles^ 
and will vacate the Mortgage without a reconveyance* (6 & 7 
Wm. 4, 0. 32. s. 5.) 

Stamers y. Preston, 1859, 9 Ir. C. L. 351. But the costs of a reconyeyance by 
Deed, made to obtain registration at the Middlesex Registry Office, were 
allowed on taxation. In re Page (1863) 32. Beay. 485. 

67. — Property was mortgaged to a Building Society, and afterwards 
to A. Mortgagor borrowed money from B to pay the Society, and 
then executed a Mortgage to B. The legal Estate vested in A. 

Prosser v. Rice, 1859, 28 Beay. 68. 



OBJECTS. 

68. — The objects of the Society must be set forth in the Rules. 
(10 Geo. 4, c. 56, sec. 3.) 

69. — One of the objects may be the making advances upon 
Copyhold Property. 

In Smith y. Baker, 1737, 1 Atk. 385 ; and in Dot dem. Clarke y. Ludlam, 1831, 
7 Bing^. 275, the words " real estate " in a will were held to include Copyholds. 
See lOso Coombee y. Qibeon, 1788, 1 Brown's Ch. Gas. 273 ; and Scriyen on 
Copyholds, 236. 

70. — May include the purchase of land by means of the surplus 
fiinds. 

*^ There is nothing in the Act of Parliament to preyent the Society from purchasing 
from its members the fee simple of an Estate.* Parke, B. in CnUMU y. Kingdom, 
1847, 1 Exch. 494. 

71, — May not include advances to Members upon personal security 
alone or mere deposit of their shares. 

In Beg, y. Shortridge, 1844, 1 Dowl. & L. 855, this was determined not to be 
an obpect within the Friendly Societies' Acts, and there is nothing in the 
Buildmg Societies' Act to enable it. 



OFFICERS. 

72.-^The Officers are bound by the Rules, and (in the absence of a 
special contract for personal responsibility on the part of the 
Directors) can look only to the funds of the Society for payment. 
(10 Geo, 4, c. 56, s.8.) 

Alexander v. Worman, 1860, 6 H. & N. 100, 30 L. J. Ex. 198. 
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B. Martin (deUverhig lodgment of L.C.B. Pollock^ B. ChanneU, and himself.) 
'* We think it a nuBtake to suppose that in Societies of this kind, the Surveyor^ 
or Secretary, or other Officers do work and labonr upon the same terms as 
professlonai men of thdr class ordinarily do. They generally have a much 
greater interest in them than the Directors, and in the great majority of cases 
are the indiridnals who get them op, and at whose request the Directors consent 
to accept the office and take upon themseWes the liabilities and duties of their 
rituation : and it is to me very clear that such Officers discharge duties and 
perform services with the understanding on all hands that they are to be 
remunerated out of the fundsy and that if the funds fail, the Officers must remain 
unpaid." 

73. — Should be appointed under the titles used by the Act — ^not 
" stewards " bnt " trustees,'^ &c. 

JU the Heanar Friendly Society, 1838, 1 Bear. 609. 



74. — Change of Officers must be conducted strictly according to 
the Rules. 

Roberts v. Price, 1847, 4 C. B. 231, was a case where, when the Rules provided 
that Officers should be remoyed by a Committee of 1!^ and notice of meeting 
was only given to 10, though the other had said that he could not attend, the 
proceemngs were held to be void. 

75. — In case of the Bankruptcy of an Oificer of a Building Society, 
having monies in his possession by virtue of his office, the Society 
had a prior claim to be paid in full out of his estate by 4 & 5 
Wm. 4, c. 40, s. 12 : — ^but this is repealed in the B.L.O. Act, 1849, 
ss. 1, 167. 

Exparte Bailey, 1854, 6 De Gex, M. & G. 380. 

If in partnership with a third party, the priority was only against his separate 

estate, and not against the joint estate. 
Exparte Appach, 1840, 1 Mont, D. & D. 83. 

If the Treasurer had invested the funds of the Society on illegal and insufficient 
security, the Society was not deprived of its priority by reason of not having 
taken steps to set aside the transaction, or to realize the security before the 
Bankruptcy. 

Exparte Surge, 1841, 1 Mont. D. & D. 640. 

If a Clerk of the Society had received money without authority, and on its being 
claimed from him as a debt, bad given security, the Society lost its priority. 
Exparte Buckland, 1818, 1 Buck. 214. 

If the Society had deposited money with its Treasurer, and received a promissory 
note or bond from him, payable with interest on demand, the Society had no 
priority. 

Exparte Stamford Friendly Society, 1808, 15 Ves. 280; Exparte Ashley, and 
Exparte Corser, 1801, 6 Ves. 441 ; The Amicable Society of Lancaster, 1801, 6 
Ves. 98 ; Exparte Ross, 1802, 6 Ves. 802. 

76. — The Officers are not personally liable to make good deficiencies 
in the Funds, unless by registered writing they take such liability 
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upon themselves, when they may limit it. They are personally liable 
for all money they receive and for deficiency caused by their own 
misconduct or breach of trust. (10 Geo. 4, c. 56, s. 22.) 



PLAGE OF MEETING. 

77. — ^The Place of Meeting must be set forth in the Eules. If it 
be altered, notice in writing, signed by the Secretary and three 
Members, must be given to the Clerk of the Peace for the county 
within seven days before or after the removal. The Place of Meeting 
cannot be removed into another county. (10 Geo. 4, c. 56, s. 10.) 



FBOGEEDINGS. 

78.— In criminal proceedings, property of the Society may be 
described as property of the Treasurer or Trustee. (10 Geo. 4, c. 56, 
s. 21.) 

79. — ^If the owner of the house, from which a box belonging to 
the Society is stolen, is one of the persons entitled to have a key of 
that box, though not actually having such key, the property may be 
laid in him. 

R. V. Wymer, 1830, 4 Carrington and Payne, 391. 

80. — ^If the Person stealing be a Trustee, the property maybe laid 
in the Treasurer, and vi^e versa, 

Reg, y. Cain, 1841, Carrington and Marshman, 309. 

81. — In a civil action it is sufficient to declare that the parties are 
Trustees for the time being, and plead as such. 

M<yrri8on v. Ghver, 1849, 4 Exch. 430, 19 L.J.> 20 Ex. 

82. — To a Bill in equity demanding a dissolution of a Society, even 
if all the Members be not made parties, at least ecwjh class must be 
represented : thus, a bill was held to be defective for want of parties 
when the Members not under notice of withdrawal were not included 
in it. 

Harmer y. Gooding, 1849, 3 De Gex & Smale 407, 13 Jur. 400. 
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FBOHIBSOBT NOTE. 

83. — ^Promissory Notes can only be given on the personal responsi- 
bility of the Members signing them. See Tbustbes. 

84. — ^A Secretary who signs a Promissory Note as Secretary^ in 
the place where signatures are nsnally put^ and not opposite^ as a 
mere conntersignatare^ may be made personally liable. 

p. BramweU, B, in BoUomley y. FUher, 1862, 1 H. & C. 211, 31 L. J., 417, Ex., 
6 L. T. N. S. 688. 

85. — ^The Trustees signing a Promissory Note, may set off 
against a claim under it any sums due to the Society by the lenders. 

Exparte CUnMU, 1861, 4 L. T. N. S. 60, Bankr. 



PBOFEBTT. 

[See Proceedings.] 

BEDEHFTIOII' [See Mobtgage]. 

86. — If the Society lend to non-Members (as to a Joint Stock 
Company), the borrowers are entitled to redeem upon terms of an 
account, charging the Loan with interest, and crediting the payments 
made. 

Dohirison y. Hawks, 1848, 16 Sim. 407, 12 Jnr. 1037, 12 L. T. 238. 

87. — ^In a terminating Society, a Member proposing to redeem 
must pay up the equivalent of all fiiture payments till each unadvanced 
Shareholder has realized his share. 

Mosley v. Baker y 1848, 6 Hare 87; on appeal, 1849, 1 Hall & Twells, 301. 
3 De Gex M. & 6. 1032. Seagrave v. Pope, 1853, 1 De Gex M. & 6. 783 

88.— In Flemmgy. Self, 1854, 3 De Gex M. & G. 997, 1 Jur. N. S. 
25; and in Smith v. Pilhington, 1859, 1 De Gex F. & J. 120; 29 
L. J. Oh. 227 ; a borrower redeeming was held entitled to be credited 
with the amount of Bonus payable at the time to withdrawing Mem- 
bers. '^ His Honour (Sir W. P. Wood) stated various calculations to 
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show that the mode adopted of finding profits would lead to total 
insolvency, and read passages from Scratchlbt on Buildino 
SociBTiBS, showing that the only way of ascertaining profits was by 
an annual account of debts and liabilities, receipts and payments ; 
and then said he arrived at last at the conclusion that the Society 
would not be bound by the resolution of the Directors that eleven 
years should be the time at which the Society was to terminate/' — 
23 L. T. 63, 1 Kay 519. In forgetfulness of this decision, the 
Trustees of a Building Society declared a Bonus on the unadvanced 
Shares only; but a borrowing Member was held entitled to such 
Bonus, notwithstanding that it had been erroneously calculated. 

Archer v. Harrison, 1867, 7 De Gex M. & G. 404. 



BEGISTER OF MEMBERS. 

89. — The Eegister of Members should be carefully kept up. 

Dobinson y. Hawks, 1848, 16 Sim 407, 12 Jur. 1037. '' To support the Defendant's 
yiew of the case, it must be made to appear that the Plamtiffs were members 
of the Building Society. The primary eyidence, the eyidence which the 
Legislature intended to exist of that fact, is not forthcoming. By the Rules of 
the Benefit Society, it is directed that the name of eacn member shall be 
inserted in a book, and that book would, of necessity, be either in the actual 
possession of the Defendants or imder their control. My opinion is that the 
nonproduction of it, under the circumstances that appear in this case, must be 
taken to be conclusiye eyidence that the Plaintiffs were not members of the 
Building Society." V. C. Sir L. Shadwell. 



BEGISTBATION [See Certificate]. 



BULES. 

90. — The "Rules must be entered in a book to be kept by an Officer 
of the Society appointed for the purpose ; the book must be open 
at all seasonable times for the inspection of the Members. A fair 
transcript of the Rules must be deposited with the Clerk of the 
Peace. When certified, they are binding on all Members and on 
every one connected with the Society, but not on strangers, (6 & 7 
Wm. 4, c. 32, s. 1 ; 10 Geo. 4, c. 56, s. 8.) 

JBottomUy y. Fishery 1862, 1 H. & C. 211. la Stamers y. Preston, 1869, 9 Ir. 
Com. Law B. 351» it was held that the transcript should he deposited with the 
Registrar^ under 9 & 10 Viet, e. 27; but the decision waa bad^ for that Act 
does not apply to Building Societies^ See Art. 3, Act. 
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91. — ^The Boles must be proper and wholesome^ agreed upon by 
the majority of the Members, and not repugnant to the Bailding 
Societies' Act or the general Laws of the Bealm. (6 & 7 Wm. 4, 
c. 32. s. 1.) 



92. — The entry of the Rules in the Book, or the transcript 
deposited with the Clerk of the Peace, or an examined and proved 
copy of snch transcript, are evidence of the Rules in all cases. (10 
Creo. 4, c. 56, s. 8.) 

But the whole of the copy most be examined and proved, and not a parttcnUur 
Role only. 

lUg. T. Boynes, 1843, 1 Car. & Kir. 65. 



93. — ^The printed book, bearing the Certifying Barrister's Signa- 
ture, is sufficient, without proving the Enrolment at the Sessions. 

Walker y. OOm , 1848, 18 L. J. C. P. 323, 6 C. B. 602. 



94. — A Rule, forfeiting Shares after 6 months' neglect to pay, is 
not unreasonable. 

Card V. Carr, 1856, 1 C. B. N. S. 197, 26 L. J. C. P. 113. 



95. — Nor a Rule inflicting a fine of one shilling in the pound per 
month on borrowers in arrear of mortgage repayments. 
Parker y. Butcher, in Chancery, 1866 (not yet reported). 

96. — The Rules should set forth the method of investment of the 
surplus Funds, \_8ee Investment.] 

97.— A Rule for Arbitration does not oust the jurisdiction of the 
Courts of Chancery in the case of a Member who has given notice 
of withdrawal, and files a Bill to recover the amount due on his share. 
{See Arbitration.) 

Smith r. Lloyd, 1859, 26. Beav. 507. 



98. — Care should be taken that the Rules and the Mortgage Deeds 
are consistent. 

" If the constrnction of the Mortgage Deed is free from ambiguity, its effects 
cannot be controlled by any ambignons expressions in the Rmes. Wigram, 
y.C, in Moeley y. Baker, 1848, 6 Hare 87, confirmed by the Lord Chancellor, 
1849, 1 Hall & Twells 301, 3 De Gex 11 & G. 1032. 
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99 .r — ^A Rule providing how " Bummonses^ circulars, and notices *' 
should be sent relates only to the ordinary business of the Society, 
and not to proceedings in arbitration. 

Baton y. nm, 1863, 9 L. T. N. S. 383. 



SECBETABT. 

100. — The Secretary should be called upon to execute a bond, 
(10 Geo. 4, c. 56, s. 11.) 

101. — He should take care how he signs promissory notes on 
behalf of the Society. 

BoUomUy v. Fisher, 1862, 1 H. & C. 211, was a case where the Secretary was held 
personally liable on a promissory note signed (not oountersigned) by him as 
Secretary. See Art. 84. 

102. — Orders for necessary repairs given by the Secretary may 
bind the Society, though not sanctioned by the Trustees (or Com- 
mittee, as the case may be,) nor entered on the Minutes. 

AUard y. Bourne^ 1863, 15 C. B. N. S. 468. 



SHARES* [See Joint Membership.] 

« 

103. — ^The Shares must not exceed £150 in amount, and the 
subscription must not exceed in the whole 205. per month for each 
share. (6 & 7 Wm. 4, c. 32, s. 1.) 

104. — A Member may hold any number of Shares. 

MorrUon y. Glover, 1849, 4 Ezcb. 430> 19 L. J. Ex. 20. This point was raised, 
but no decision given, in CutbiU v. Kingdom, 1847, 1 Exch. 497; 17 L. J. 
Ex. 177. 



SOCIETIES 

BstabHshed before June, 1836. [See Act.] 

SOLICITOR. 

105. — A Rule of the Society ordering reference to Arbitration is 
not a bar to an action at law by the SoHcitor for his costs. 

KiU r. Bollister, 1746, 1 Wils. 129 ; Thompson r. Chamock, 1799, 8 T. B. 139. 

• N 
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106. — Mere negligence on the part of the Solicitor, except when 
his labour has been wholly useless, is no defence to an action for his 
costs. 

Templar y. McLacMan, IS06, 2 Bosanqnet and Puller's New R. 136. 

107. — ^That through his negligence no benefit has been derived 
from his work and labour, and that he has shown a want of fair pro- 
fessional skill in the transaction, is a good defence. 
HunOey v. Bulwer, 1839, 6 Bing. N. G. 111. 

108. — ^A Solicitor cannot recover items incurred for useless work. 

*' No principle of law is more clearly established than this, that a party cannot 
enforce a charge for doing business which is useless to his employer." — C. J. 
Tindal in Shaw y. Arden, 1832, 9 Bing. 287. 

109. — The Solicitor is liable to an action for damage sustained in 
consequence of his negligence. 

RuMieU V. Palmer, 1767, 2 Wils. 325 ; but see PiU v. Yalden, 1767, 4 Burr. 206O. 

110. — He is not answerable for error in judgment upon new, 
difficult, or doubtful points. 

Gode/roy y. Dalton, 6 Bing. 460, 1830; EUcington y. Holland, 1842, 9 Meeson 
and Welsby, 659 ; 11 L. J. 274 Exch. 

111. — He must fully examine the title to the property offered on 
mortgage to the Society, and not rely on a mere extract. 

WiUon y. Tucker, 1822, 3 Starkie 154. 

112. — He is bound not to draw wrong conclusions from the deeds 
submitted to him. 

Ireson y. Pearman, 1826, 3 B. & C. 799. 

113. — Should the Society sustain any loss through the inaptitude 
or carelessness of the Solicitor, he is bound to make good the 
deficiency. 

A case was tried at the Liyerpool Assizes in 1842, in which the Trustees of a 
Benefit Building Society recovered from the defendants, who were the Solicitors 
employed in preparing the mortgage deed to the Society, the sum of £1350 
lent to a shareholder. The defendants had given a certificate to the Society of 
their approval of the title of the borrower to the property intended to be mort- 

faged, but they neglected to secure the assignment of an outstanding term, 
ubsequently the borrower effected a second mortgage with difierent parties, 
who got the outstanding term assigned to them, and so secured a priority oyer 
the first mortgagees. The Counsel for the Building Society stated, m his address 
to the jury, referring to the profession of a Solicitor, that '' no profession was 
of more importance to society — none exercised a wider influence. Every man's 
property was at their mercy, and on their skill and integrity everyone relied.'* 
—See " The Timee" newspaper, 12th April, 1842. 
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STAMP DITTY. 

1 14. — No Rules or copy of Rules, nor any transfer of shares, is liable 
to Stamp Duty. (B. S. Act, 1836, s. 8.) 



115. — No power, warrant, or letter of attorney, &c., nor any bond 
or other security given to or on account of the Society, or by the 
Treasurer, Trustee, or any officer thereof, nor any draft or order, nor 
any form of assurance, nor any appointment of any agent, nor any 
certificate or other instrument for the revocation of any such appoint- 
ment, nor any other instrument or document whatever, required or 
authorised to be given, issued, signed, made, or produced by virtue 
of the Act, is liable to Stamp Duty. (10 Geo. 4, c. 56, s. 37.) 



116. — ^Mortgage securities given to a Building Society (whether 
by Members or strangers) are not Uable to Stamp Duty. 

WaUcer v. Giles, 1848, 6 C. B. 662 ; 18 L. J. C. P. 323 ; Barnard v. PiUworth, 
1849, 6 C. B., 698 n.; Thorn y. Croft, 1866, 36 L. J., Ch. 68. 



117. — Stamp Duty is not chargeable upon securities, even when 
taken before the Rules are certified. 

Williams v. Hayward, 1855, 22 Beav. 220j 26 L. J. Ch. 289. Bradbwme v. 
Whilhread, 1843, 6 Sc. N. C. 283. 



SURPLUS FUNDS. 

118. — Such funds as the exigencies of the Society do not call for 
the immediate application or expenditure of, may be invested either 
on real or heritable securities or heritable property, or in the public 
stocks, funds, or Government securities, or in any of the Chartered 
Banks of Scotland, or in the Commercial Bank of Scotland, but not 
otherwise. (10 Geo. 4, c. 56, s. 13.) 

119. — ^A Society'may lend its Surplus Funds on real security to 
persons not Members, and may lend Surplus Funds to Members on 
security of property already in their possession. 

CutbiU V. Kingdom, 1847, 1 Ex. 494 ; 17 L. J. Ex. 177. Morrison v. Glover, 
1859, 4 Exch. 430 ; 19 L. J. 20 Ex. 
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STJBVETOB* 

120.— "The SnrvOTor is bonnd by the Boles^ and has no remedy 
against individual Directors^ if the Bules provide that he shall look 
to the Funds only for payment. 

Alexander y. Worman, 1860, 6 H. ft N. 100, 30 L. J. 198 Ex., 3 L. T. N S. 477. 

121. — ^If the report of the Surveyor be grossly incorrect, and the 
Society sustains loss, he is not entitled to recover anything for the 
work and labour done, and is liable to an action for damages. 

Mimeypenny y. Hartland, 1824, 1 Car. & P. 362. 



TENANCY. 

122.— There is some doubt as to the eflTect of a Tenancy clause in 
a mortgage deed. 

In Walker v. OUes, 1848, 6 C. B. 662, (per Wilde, C. J.) it was held that, ** The 
object and general contents of a mortgage deed are. inconsistent with the 
intention of creating the relation of Landlord and Tenant." But that decision 
has called forth some animadversion; and in more recent cases {Pinhom y. 
Souster, 1853, 8 Exch. 7ti3 ; Broton v. Metropolitan Counties Aesuranee. 1S59, 
4 H. & N. 428, 1 £1. & El. 832) a tenancy has been held to have been created. 

^ The tenancy clause in a mortgage deed creates a rent, with all its incident re- 
medies." Keech V. Ball, 19 Geo. 3, 1 Smith L. C. 5th Ed. 505.; Jolly y. 
Arbuthnot, 1859, (re CoL Waugh) 4 De Gex & Jones 224. 

It does not create such a tenancy as would give the County Courts jurisdiction 
under the 122nd section of the County Courts* Act, 9 & 10 Vict, c. 9^. Jones 
y. Owen, 1848, 18 L. J. Q. B. 8. But in Third British Building Society v. 
Barrett, 1849, 14 L. T. 259, Mr. Serjeant Jones, Judge of the Islington County 
Court, gave possession to the Trustees of a Building Society under the tenancy 
clause. 

'' The utmost effect which can be given to the clause is to create a tenancy at 
will.'*— Blackburn, J., in Turner v. Barnes, 1862, 2 Best & Smith 435; 
Doe d. Bastow v. Cox, 1847, 11 Q. B. 122, 17 L. J. Q. B. 3. 

An action of debt, for use and occupation, would lie. Standen v. Christmas, 1847, 
10 Q. B. 135 ; Barnard v* Pilsworth, 1849, 6 C. B. 698a. 



TRANSFER OF SHARES. 

123. — A Building Society may prescribe a form of Transfer in its 
Eules. (6 & 7 Wm, 4, c. 32, s. 3). 

124. — Transfers are exempt from Stamp Duty. (6 & 7 Wm. 4, 
c. 32, s. 8.) 
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TREASUSEB. 

125. — The Eules should provide that the Treasurer shall give 
security. (10 Geo. 4^ c. 56^ s. 11.) 

126. — He may be called upon at any time to render accounts 
and to pay over at the next usual Meeting of the Society or Com- 
mittee the balance of funds in his hands, (s. 14.) 

127. — The Property of the Society is vested in him or the 
Trustees. He may bring or defend actions and suits, when autho- 
rized by the Society, (s. 21.) 

128. — He is not liable to make good any deficiency, unless he has 
agreed in writing to be so, and then he may limit the extent of his 
liability, (s. 22.) 

• 

129. — Priority of claim on his estate in case of death or bank- 
ruptcy was given to Building Societies, by 4 & 5 Wm. 4, c. 40, s. 
12, but see Officers. 

180. — ^He is not liable in case of Robbery. 

WcUker v. BritUh Ouarantee Assurance, 1852, 18 Q. B. 277. 



TBUSTEES. 

131. — ^As to Trustees, see 10 Geo. 4, c. 56, s. 11. 



132. — ^All property and rights or claims of the Society are vested 
in the Treasurer or Trustees for the time being, (s. 21.) 



133. — If a person holding property of a Society as a Trustee (not 
being one of the Trustees of the Society) is out of jurisdiction, a 
lunatic, not to be found, or refuses to convey, the Court of Chancery 
may appoint a person to convey in his stead, (s. 15.) The property 
of the Society in the hands of other persons does not vest in the 
Trustees by their mere appointment. 

Dewhurst v. Clarkson, 1864. 3 Ell. & 31. 104. 
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134. — The property of the Society vests in the duly appointed 
successor of a Trustee without conveyance. 

WaUBer y. GiUs, 1848, 6 C. B. 662, 18 L. J. C. P. 323, 13 D. T. 209. 

135. — Even though the original security did not express the trust. 

Cartridge ▼. Griffithiy 1817, 1 B. & Aid. 57. 

136. — " In my opinion, if the money is paid to the Trustees, it 
must be to the whole of them. I am not aware of the difference in 
law between a Trustee and an acting Trustee. In order to avoid the 
liability, the money should be paid to the Treasurer, who should give 
security.'^ — Front a statement of the Certifying Barrister, Mr. Tidd 
Peatt. 

137. — " I am of opinion, that no personal responsibility can attaoh 
to any Trustee or Director of a Benefit Building Society, except so 
far as relates to money they actually receive, and in that case there 
can be no such responsibiHty if the money is paid over or applied 
according to the Bules. See 10 Geo. 4, c. 56, s. 22. They cannot, 
therefore, be held personally responsible in the event of the Society 
not proving successful, or in the event of the mortgage property 
provmg a loss to the Society, and any of the subscribed fiinds being 
lost thereby.^'— JFVom a statement of the Certifying Barrister, Mr, 
Tidd Pratt. 

138. — ^Any Member signing a promissory note may be made per- 
sonally liable, even though he write after his name some word, as 
'' Trustee.'^ — ^A plea that the note was given on behalf of the Society 
is bad. 

Pne$ V. Taylor, 1860, 2 L. T. N. S. 221, 6 H. & N. 640. 

139. — The Trustees, acting only ministerially, are not liable, 
although the Directors, at whose request they act, may be guilty of 
a breach of trust. 

Grimes y. Harrison, 1859, 26 Beay. 435| 28 L. J. Gb. 823, 6 Jur. N. S. 528. 

140. — The Trustees cannot maintain an action until the Rules 
under which they are appointed are certified. 

Battey v. Townroto, 1814, 4 Campbell 5. 

141. — Upon the legal establishment of a Society, they may call for 
a transfer to them of the Funds previously belonging to the Society. 

Yeates y. Roberts, 1855, 3 Drewry 171 ; confirmed on appeal, 7 De Gex. M. & 6. 
227 ; Eodges y. Wale, 1863, 2 W . R. 65. 
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VOTING FOB COUNTIES. 

142. — The right to vote is not conferred upon a Borrower from a 
Building Society, unless the annual value of the land mortgaged 
exceeds the annual payments to the Society by 40 shillings. 

Beamish app. Stoke resp./1851, 11 C. B. 29, 21 L. J. C. P. 9;' Copland app. 
BartUtt reap.; 1848, 6 C. B. 18, 13 Jur. 127. 

WINDING-UP. 

143. — ^A Building Society is within the Winding-up clauses of the 
Companies' Act, 1862. 

Several Building Societies are in course of windings-up by the Court of Chancery. 
The first case of the kind was Re St. George's Bene/U Building Society, 185*7, 
3 Jur. N. S. 682, 29 L. T. 310, 27 L. J. Ch. 96, 4 Drewry 154, under the old 
Winding-up Acts. 

144. — ^A Building Society cannot, for the purpose of being wound- 
up in the County Court, be registered as an Lidustrial and Provident 
Society. 

In Re Midland Counties' Society, 1864, 10 Jur. N. S. 505, the M. R. rejected a 
petition to wind-up a Society in his own Court, on the ground that this course 
might be taken : but his decision was overruled by the Lords Justices, 1865, 
11 Jur. N. S. 229. 

WITHDRAWAL. 

145. — Members may withdraw. (6 & 7 Wm. 4, c. 82, s. 1.) 

146. — ^A Member, who has given notice to withdraw, may file a 
Bill in Chancery to ascertain and recover the amount due to him. 

Smith Y. Uoyd, 1859, 26 Beav. 507. 

147. — If the amount due has been settled by arbitration, the Court 
win not enquire whether the amount awarded is correct according to 
the Bules. 

Armitage y. Walker, 1855, 2 ELay and J. 224. 

148. — ^A question, as to priority of payment among the Members 
withdrawing, should be determined by arbitration. 

Wright v. DeOeyj 1866, 4 H. & C. 209. 

149. — ^In winding-up, a Member, who has given due notice of 
withdrawal, is not a contributory; but he is a creditor for the 
amount due to him, including the compound interest (if any) allowed 
by the Rules. 

Re Doncatter Building Society, 1866, 14 L. T. N. S. 13 (before Wood, V.C.) 



PAET II. 



LOCAL ENTERPRISE ENCOURAGEMENT 

COMPANIES. 



Ce qui manque aux hommes industrieux, dans les rams des classes lahorieuses, c^est Vin- 
sirucHon professionnelle et le credit. La meilleure solution duprobUme des caisses d'^pargne, 
c'est, a n*en pas douter^ V€tahlissement cTinstitutions locales de cr€diU Ana. Visbchers.-^ 
Etade sar les Caisses d'Epargne, Bruxelles, 1861, p. 60. 



Chapter I. 

Art. 1. — ^In the year 1836, when the Bmlding Societies' Act be^ 

came Law, legislation for Joint Stock CoTwpanies was unknown. They 

were still subjected to the doctrines of the old unwritten Law relating 

to Partnerships, and unless they had obtained incorporation by the 

expensive and exceptional process of a Charter or an Act of Parha- 

ment, each member was considered an individual partner, responsible, 

to his last shilling and his last acre, for the whole of the debts of the 

partnersiiip and for every act committed on its behalf by any other 

member. It is only since 1 85 6 that the English Legislature (imitating 

tardily the law-makers of the Continent and America) has recognized 

the possibility of a Limitation of individual liability to losses on the 

part of a person entitled to receive any portion of the profits of a 

venture, and the year 1862 saw the passing of a comprehensive 

measure for the regulation of public Companies, which has rendered 

the incorporation of subscribers to any public purpose, with limited 

liability, so simple and easy a matter, that every day fresh Companies 

are started and new applications of the power of association devised. 

The system of Limited LiabiHty, in a modified form, has, moreover, 

been made applicable to private partnerships by the Act of 1864, 

which enables a lender to share in the profits of a concern without 

being liable to lose more than the money invested. 

c 
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2. — The Building SocietieB' Act, nnder whicli the societies, we have 
had under consideration in Part I, are required to be registered, has 
been akeady shown to have for its object the enabling the industrious 
classes to fructify their small sayings by aggregation, with the view of 
investing them in a house or other real or leasehold property, and con- 
fers several advantages on societies established under it, the principal 
of which are simplicity of organisation and exemption from stamp 
duties (which, however, being much reduced are not of so much im- 
portance now as in 1836). On the other hand. Building Societies are 
hampered with restrictions that do not attach to companies formed 
under the Act of 1862 ; their investments are limited to real or lease- 
hold estate; they cannot accept other security of any kind; they have 
no power to borrow; they cannot hold land; and, without these 
advantages, they are yet subjected to all the penalties of the 
winding-up clauses. When, therefore, it is desired to create a 
means of investment which shall be somewhat wider in its scope 
than the ordinary Building Society, it becomes necessary to register 
it as a Company ; and this leads to the suggestion we have developed 
in the Prospectus and Plan contained in Chapter 3, further on. 
The proposition was originally brought forward by us in 1852, 
but was then suspended ; the public mind not being prepared for 
the idea, viz.; — ^the formation, in each important town in the 
kingdom, of a Local Enterprise Encouragement Company, on the 
principle of the French Credit Mobilier. The organisation of such a 
Company, as far as regards the depositing class of Members, would 
approach very closely to that of a Benefit Building Society ; but, in 
the investment of its funds, it would be possessed of larger powers, 
enabling it to be made available for the general advancement of 
public undertakings of importance in the district. 

3.— It will be seen that the sort of company we recommend to be 
formed is something very different from the large London Finance 
and Credit Companies, whose shareholders have suffered so severely 
during the recent monetary panic. A local society, taking no step 
except under tte vigilant supervision of persons acquainted with 
every inch of the ground over which its financial operations would 
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extend^ would be as little likely as an ordinary building society to run 
the risk of locking up its money in undesirable securities. It would 
contemplate none of those large and shadowy transactions in distant 
railways or foreign undertakings^ which have been the cause of so 
much difficulty to the Finance or Credit Companies in the Metropohs. 
Moreover, it would not be compelled to go on to the Stock Exchange, 
or to ask for a quotation of its shares from any similar close Corpora- 
tion, from which step so much mischief and disorder have lately arisen. 

4. — ^However strange it may appear to those who see in a Stock 
Exchange only an embodiment of the principle of free trading in 
shares, and who do not admit that free trade in shares is not so 
beneficial as free traffic in every other commodity, there is no doubt 
that any company transacting business of a steady progressive 
character incurs the risk of much more injury than benefit by 
obtaining an " official settlement ^' on the Stock Exchange. It can 
be no advantage to such a company that its shares should be sought 
and held by persons who do not wish to remain members, and who 
are watching every turn of the money market to enable them to sell 
out at a profit. The class of shareholders it requires are those who 
invest in the concern from a bondfde interest in its welfare, intending 
to remain in it, to give their support and influence for the extension 
of its business, and to exercise a careful supervision over the soundness 
of its management. 

5.— These remarks would apply if free trade in shares really 
existed on the Stock Exchange ; but, as far as London is concerned, 
that is not the case ; on the contrary, a most pernicious monopoly 
prevails.* 

* [The effect of this is graphically described by a writer who appears to be well 
acquainted with the inner lue of the London Stock Exchange. 

** In Paris and on the other Continental Exchanges, as well as in our own provincial 
Exchanges, transactions in securities take place through the medium of brokers, who 
are the mere agents of the outside public, and the seller receiyes the market yalue of 
his security from the purchaser, the only expense being the broker's commission, 
-which is usually in England i per cent, on stocks, and from 6d. to 6s. on shares of £1 to 
jG50, or from ^ to 2h per cent. ; and from one-half to one-third these rates on the Continent. 

On the London Stock Exchange, however, and there only, there exists the class of 
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The pracfacal resnltB of the mysterious dealings of its memhers is 
e&sj to describe :— A perfectly sound and prosperous company may 
be brought to rain by their means. Fictitious sales are made^ and 
false mmonrs disseminated^ to bring down the price of the Shares. 
If the company be one receiring deposits from the public^ the 
depositors observe the downward tendency of the price of the stocky 
fimcy something is wrongs and demand a return of their deposits. 
These must be met by borrowing upon the company's securities at 
ruinous cost for interest^ or by selling them^ or by making a Call on 
the shareholders. The possibility of adopting the first of these three 
courses depends upon the state of the mon^ market; the second 
would probably entail heavy loss ; and the third would fcnrce weak 
shareholders to sell to meet the calL The false rumours of difficulty 



jobbers who only buy wbat they are sore to be able immediatdy to resell, the result of 
whose operations is to foster, increase and aggrayate specnlationy and to entail an 
enormons tax, which is continoally increanng, and probably amounts to upwards of a 
million a-year, on investors and speculators. It is more especially heavy on the light 
shares of the Finance and Marine Companies. If I want to sell, for instance. Union Marine 
shares, with £2 paid, at liverpool, the last price being, say } to 1 prem., my broker there 
seeks out another broker, employed by a purchaser, and deals, probably, at the middle 
price, or 15-16ths prem.; whilst, if I sell in London, I lose the '^jobber's turn," .and have 
to sell at } — a los^ to me, and a gain to the ^'jobber/' of 2 per cent., whilst, on reselling, 
he makes a similar profit ; and if he only makes one such operation in the shares in each 
fortnightly account, his profit will be upwards of 100 per cent, in the year. 

"This, however, is but a small portion of the "jobber's" gain ; and if the " jobber** 
were merely like the retail dealer, who bought shares wholesale, and resold them, 
without "banging,** "rigging," or other trickery, at a profit, the public would not be 
such considerable losers. But, in aid of the "jobber's '* schemes, there comes into play 
the operation of the fortnightly settlement; and as the outside public are usually 
"bulls,** or speculators for the rise, when this term approaches, the "jobbers," who 
are usually " bears," or speculators for the fall, by means of inventing and circulating 
false or exaggerated reports, and by " banging* the shares, produce, if they can, a 
depreciation in securities, or, at least, prevent them from rismg ; and, as the outside 
investors or speculators seldom buy at the end of an account, and as the expense of 
taking up registered shares is 10s. per cent, for stamps, besides transfer fees, the 
•♦jobbers," are able to make a further enormous profit in **jobbing in contangoes.'* 

** This is the penalty paid for " continuing" the shares for a fortnight, and this charge 
varies on the light shares from 6d. to 2s. 6d., or from the rate of 10 to that of 50 per 
cent, per annum. If a rise does not take place within a few "accounts,** the needy 
speculator is obliged to sell, and put up with his loss ; but the wealthier operator, who 
goes in for large profits and slow returns, which is his only chance, and who thus saves 
" contangoes** and brokers' commission on "continuation,** borrows money for from three 
to six months from his banker or broker, at 1 per cent, above the bank rate on deposit of 
A sufficient cover^ and stipulates that he shall pay but one commission on buying and another 
on selling. 

" If tb e tendency of the market is upwards, and discount is low, the "jobbers '* immediately 
set afloat all sorts of reports of a probable decrease in the Bank rate of discount, of 
enormous dividends, colossal additions to reserves, prodigious sums to be carried forward, 
great names to be added to boards of direction, advantageous amalgamations to take 
place, large transactions entered into likely to be profitable; that S^thschild, Barmg, 



LOCAL EirrEBFSISS ICKCOITBAGEUEirr COMPANIES. 9 

thus verify themselves. More depositors day by day demand re- 
payment; more shareholders sell, as they see the value of their 
property melting away, and thus contribute to, and hasten, the ruin 
of their company. Well content, as long as a colnpany prospers, 
to receive their high dividends, there is no cohesion among them in 
times of difficulty, but each, to save himself, disposes of the shares 
for anything he can get, and thus plays into the hands of the con- 
spirators who have plotted the destruction of his property. 

6. — ^If a company is not on the Stock Exchange, its position is 
very different. In times of difficulty, the shareholders can meet and 
discuss calmly, without the disturbance of out-door influences, the 



Peabody, or the directors are buying largely, and they then gradually ** bull " the market 
by a tacit and common understanding, and raise the quotation by degrees, and the 
outside public, as a matter of course^ urged by their brokers, rush in and buy on the 
rising markets. 

"Suppose the quotation of certain shares to be f to 1, "when the "jobbers " see that 
the chances are fayourable for "bulling." One or two of the more influential, wealthy 
and daring, whom all the rest follow like sheep, call them 1 to 1^, feeling their way 
gradually as to how many they will sell at that price, and thus only risking their "turn ' 
if sellers appear, whilst, if buyers preponderate, they then advance the quotation to 1} 
to 1^, and so on, their leaders, perhaps, even risking somewhat more than the "turn" if 
the current is obyiously strong in favour of the rise, whilst, at the bi-monthly "account,' 
they may, perhaps, call the "contango " "even," or 3d. "back," in order still further 
to encourage the "bulls " by the idea that it is a " bear " account. 

" As soon as an opportunity occurs, or can be made, for turning round, such as a real 
or supposed rise in the rate of discount, or something disastrous or ominous in the affairs 
of one or more companies, then are set going rumours of failures and calls, reports of 
losses, surmises of dmiinished dividends, or of the withdrawal or bankruptcy of directors, 
or assertions that Rothschild, Baring, Peabody, or the directors are large sellers ; and 
then the "jobbers" turn round and become "bears," or sellers, with all the addi- 
tional leverage which it is so much easier to establish on the fears than on the hopes 
of speculators. By reversing the operation above described, by risking the "turn," 
and, perhaps, somewhat more, and thus " banging " the shares, a heavy and profitable 
fall takes place, which, besides benefitting the "bears," stimulates and increases the 
business of all the dealers. 

" There is another rock on which speculators usually split, namely, that, when money 
is easy, bankers and brokers will lend almost any amount with a very small cover, but 
the moment there is a rise in the rate of discount, and a fall in shares, the cover is 
doubled or trebled, or the loan is called in, and the shares must be sacrificed at any cost 
in a falling market. Brokers are notoriously afraid of incurring the ill-will of "jobbers " 
by endeavouring to deal at too low a ^'turn," — say l-32nd, wmch is considered shabby, 
or by dealing with other brokers and thus depriving them of their " turn," to the advantage 
of their clients, or by opposing stratagem to stratagem, and saddling the "jobbers" with 
shares when they suppose the principal is a buyer, instead of allowing them to find otit, as 
they usually do, that he is a frightened or forced seller, and then to " bang " the shares in 
order to enhance the "turn " to the utmost possible extent Experience shows also that 
brokers are the very worst advisers either as to buying or selling, and frequently make 
mistakes in their own private iavestme&ts.'^ 
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means that should be taken to retrieve its position. In times of 
extremity, they can agree voluntarily to wind up, and make the best 
of their property, without leaving it to be melted away by the com- 
bined action of the Stock Exchange and the Court of Chancery. In 
times of prosperity, too, greater prudence is likely to animate their 
councils, for a permanent investor will not be likely to sacrifice the 
future of his company to his desire for enormous present dividends, 
and will be more sensible of the importance of creating a large 
and proper Reserve than the mere speculator, who hopes, by the 
announcement of a good dividend, to create a rise in the market, and 
so get rid of his shares at a profit. 

7.— -The gravity of the error committed, when large dividends are 
declared without setting aside a sufficient Reserve or Equalisation 
Fund, has been amply shown by the condition of the several London 
Credit and Finance Societies ; but, to avoid invidious reference to 
any of these, it will be sufficient to advert to the history of the 
Credit Mobilier* of France, the parent institution of the kind, which 
might have served as a warning to those of our own country, but for 
the evil influence exercised upon them by the Stock Exchange. Up 
to the close of 1855, that society met with uninterrupted success. 
Its profits that year amounted to 50 per cent, upon the paid-up 
capital, and an actual division took place at about that rate. 
Succeeding years, however, showed a diminution of prosperity. The 
profit announced at the close of 1856 was barely more than half that 
of 1855, and the profit at the close of 1857 was scarcely more than 
a third of the profit of 1856 ; so that in that year the society found 
itself compelled to forego the declaration of any dividend — 1867 
being one of the decennial years of panic. The avidity of the 



* [The balance sheet of the CrSdit Mobilier of France, for the year ending 31st 
January 1867, shows a balance of liabilities, proceeding either from the account of profit 
and loss or from the decrease of the part/euiUe, which is not less than 8,i95,000f. The 
amount of advances to companies and of accounts current (indebted) is a little more than 
106 millions against more than 130 millions representing accounts current (credit). One 
of the leading financial Journals of Paris remarks, that the fault committed in the 
management of the Credit Mobilier is the facility with which advances have been made 
to companies. Prudence now requires that these advances should be got back as soon as 
possible, by getting the companiesindebted toitto realize progressively their resources.] 



LOCAL BNTEBPBISE SKCOUBAGEHENT COMPANIES, 7 

sliareliolders for dividends^ whicli led them to declare in one year 
the whole 50 per cent, profit that had been made^ was thus the cause 
that no dividend at all cotdd be declared two years afterwards j a 
reserve fund of only one-third would have allowed of a dividend 
exceeding 30 per cent., and yet have very seiisibly mitigated the 
subsequent fall. It is strange that an expedient so obvious and 
salutary should not have been adopted. 

8. — One fertile cause of improvident declarations of profit and divi- 
dends has been the mischievous provisions introduced into the Articles 
of Association of many companies, by which Directors are entitled 
to a given percentage on the profits declared, while they themselves 
are vested with authority to declare the amount of profit made; — 
thus not only awarding their own remuneration (which is bad in 
principle) but also made liable to the temptation to exaggerate the 
profits earned by the company. It may not be an unsound principle to 
make the remuneration of directors dependent on the profits made 
by a company, bat those profits should certainly be ascertained and 
determined by some other authority than the directors themselves. 

9. — ^Many of the errors of existing companies, indeed, arise from 
excess of power given to directors, and excess of confidence reposed 
in them. It is not unusual to hear language such as the following 
addressed by directors of companies to their shareholders : — ''We 
are bound to study the interests of those who are connected with us 
in business ; and for us to specify the manner in which the profits are 
derived, however satisfactory that would be to the shareholders, yet 
might injure others, or disturb the relations between ourselves and 
those with whom we transact business.^^* If shareholders are willing 
to accept this argument as unanswerable, they certainly cast upon 
the directors a very heavy responsibility, for confidence so generous 
and so unreserved ought never to be betrayed. We think, however, 

* [These are the actual words of the Chairman at a meeting of a company lield in the 
early part of 1865. The speech was followed by the declaration of a 10 per cent, diyi- 
dend, and a cordial vote of thanks to the Chairman and Directors. Not a question was 
asked, and the whole proceedings occupied only a few minutes. The company is now 
winding up in Chancery*] 
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that snoh confidence should neither be asked .hj directors^ nor 
accorded by shareholders^ since the language we have quoted may 
at some time or other be used to burke a legitimate enquiry^ or to 
cover an undesirable transaction. For this reason we recommend 
that^ in Local Enterprise Encouragement Companies^ shareholders 
should have ftill power to examine the accounts^ general meetings 
should be held at least once every quarter^ and no call should be 
made^ except on the authority of a meeting of shareholders. 

Provisions should also be introduced into the ^Articles of Associa- 
tion to prevent the directors lending money on the company's 
shares^ buying up shares on behalf of the company, or lending at 
all to members of their own body, or to the officials. 

10. — It is not necessary, in this place, to go into many details 
as to the principles upon which a Local Enterprise Encouragement 
Company must be conducted to ensure success. It will be sufficient 
to give the following hints as to points of practice : — 

I. In making Advances : — 

1. Small Loans should be preferred to large ones, in order to 

multiply the investments and lessen the relative risk. 

2. Loans for longer terms should be charged higher interest 

than for short loans. 

 [Many Articles of Association contain clauses fixing the remuneration and priyileges 
of promoters, directors, ar^d others, the effect of which should be carefully enquired into 
by intending Shareholders. A series of Companies, foiuided by a gentleman residing in 
Belgium, contain provisions in their respective Articles of Association, which are worthy 
of notice, as showing the gradual growth in that gentleman's estimate of the privileges 
of founders. After creating, in 1863, a partnership en commandite, of which he was 
Managing Partner (with 20 per cent, on the protits), he started in succession three 
Companies, which we will call A, B, C, each of which was, to some extent, auxiliary to 
the original concern. A was registered as a limited Company in London in the year 
1864, and he was appointed by the Articles Managing Director for five years certain. 
The promoters (of which he was one) were to receive 10 per cent, on the excess of the 
profits over a 6 per cent, dividend for 90 years, and the Directors were to receive d&6000 
between them, and another 10 per cent, on the excess of profits. In Company B, likewise 
an English one, established January, 1865, but managed by this gentleman abroad, the 
promoters' 10 per cent, was to continue during the whole existence of the Company, and 
six-tenths of it were to be placed at his sole disposal. Company C was established in 
England in September, 1865, and by the Articles this gentleman was again appointed 
Managing Director, but this time for seven years, with 5 per cent, of the surplus profits 
for himself; the Directors were also appointed for seven years; and the promoters' 
remuneration was increased to 20 per cent.^ the whole to be placed at his sole disposaLJ 



LOCAL 2NTEBPBISS ENCOUBAGEMENT COMPANIES. 9 

3. In every, transaction a margin in the security given should 
be required, increasing in amount with the period for 
which the advance is made. 

II» In receimng Depodts (if that be part of the business proposed to 
be transacted by the Company) :^ 

1. A low rate of interest only should be promised on deposits 

for a short term, or withdrawable at short notice; — the 
interest being graduated according to the term for which 
the deposit is made, or the notice agreed to be given. 

2. The whole of a Depositor's account should not be allowed 

to be withdrawn at once, but by successive notices of 

one-fourth or one-fifth at a time. 
The success of every company, however, depends mainly upon the 
providing efiective independent supervision over its management. 
"We shall proceed, in the next Chapter, to show how, practically, this 
should be done. 



fCHAFTIB n. 



B^ma/rks on the Audit and Management of Enterprise Encouragement 
AssodaiumSf and of Public InstitvMons generally. 

AsT. 11. — To protect the Local Enterprise Encouragement Asso- 
ciations^ whose formation we suggest^ from the shipwreck which 

has be&Ilen many Joint-Stock Companies in London^ effective audit 

» 

and judicious management are of the highest necessity. In order to 
insure success it is becoming recognised that the management should 
approach as nearly as possible to the form of Executive individuality,* 
a fact wUch the prosperity of ordinary trading firms sufficiently 
demonstrates. 

But as even such an executive is likely to be less cautions in the 
management of other people's money than of its own^ there arises the 
necessity of a thorough audit of the Sociely^s affairs^ and of surveil- 
lance over the executive body. 

For one company that fails by dishonesty or firom want of skill on 
the part of the chief official^ ten come to grief from careless supervi- 
sion. The best form of direction is an Executive Conunittee of five 
shareholders; for, judging by analogy, the prosperity of a public 
company can only be secured by the same system of concentrated 



* [In addition to ezecutiye indiTidnality in the management^ the objects of the asso- 
ciation should be few and all of like kind. 

The Credit MobiHer of France is tending to failure, because it has attempted a 
multitude of operatiorut each requiring special knowledge and experience. Where the 
management is directed to a yariety of purposes^ its want of concentration renders 
it weak and inefficient. 

An association of such a multiform character is also more likely to be affected by 80<ual 
disturbing causes, than where one object alone is kept in yiew.] 

t [Extracted from Part YI. of the Treatise on Savings Banks.] 
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personal management^ as is adopted in the great private oommercial 
firms of this country. 

12. — Experience has^ unhappily^ shewn that all Joint-stock associa- 
tions are liable^ if snrveillance be not exercised^ to losses from frauds;* 
and an opinion has become prevalent that the time is come for some 
legislative enactment to secure not only a better and closer audit 
of the dccounUhooks of a company or bank^ but also for enabling 
auditors to make inspection (where circumstances appear to require 
it) of the minutes of the Board of directors and the letter^hook of the 
Secretary. 

Some years back we submitted to the Board of Trade the draft of 
a Bill for a system of audit and inspection. The clauses recommended 
in the Bill, in order to carry it into effect, we give below.f 



* (Traadsy of coursei are not ^ouliar to any country. For example, in France, it was 
stated on the trial of the notorious Prost, — ^who was condenined to three years' im- 

Srisonmenty £40 fine, and to restore £21,633 (sterling) to the shareholders he had 
efranded — that since ISfiTy the Managers of not fewer than forty companies en comman- 
dite had been prosecuted for fraud, and that the amount of shareholders* money which 
they had ** absorbed ** was not less than £1,600,000 sterling. The punishment, howeyer, 
was not allowed to rest on Prost alone, and in this respect it may be remarked they do 
** do these things better in France," for the Court declared the members of Prost*s eonseil 
de surveillance responsible for the £21,000 ordered to be refunded to the shareholders, on 
the eround that it was owing to their neglect of duty that Prost was enabled to commit 
the Srauds.] 

PropoMd Audit Clauses. 

t [**1. The Directors of each Bank or trading company in Great Britain and 
Ireland shall within three months after the passing of this Act, and from time to time, 
at intervals of three years, or, in case of a yacancy, within one month thereof, 
summon the customers, depositors, or other creditors, not being shareholders of 
the said buik or public company, to meet together at the offices of the bank or 
company, in order to appoint or reappoint two or more Inspecting Auditors of the 
said Dank or company $ and the said Directors shall, immediately after such appointment, 
transmit the signature, name, and address of each of the Inspecting Auditors to the Board 
of Trade ; and the Directors of every Joint-stock Bank or pubhc company shall cause 
the annual and other statements reqmred to be transmitted under the Acts relating to 
Joint-stock Banks or public companies to be certified and verified by the Inspecting 
Auditors so appointed by the said depositors or others as aforesaid, in addition to the 
attestation now required by the said Acts, and shall also cause a certificate from the said 
Inspecting Auditors, as to the result of their e x amina tion of the books, to be transmitted 
to the Board of Trade. 

^ 2. The summons for the election of the Inspecting Auditors as aforesaid shall be by 
advertisement in two or more of the local newspapers, and by announcement affixed in 
a conspicuous part of the offices of the bank or company, and the creditors shall have 
power to adjourn their meeting or meetings for the election of Inspecting Auditors, at 
intervals of not more than fifteen days, as often as may appear to them necessary for the 
better selection of such Inspecting Auditors. And it shall be lawful for them to delegate 
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18.— Under the proposed system^ it is evident that if the Deposi- 
tors or claimants do their duty^ and appoint professional acconntants 
of sagacity and experience^ then the existence of snch Inspectors and 
the possibility of their exercising their power at unexpected seasons 
would act as a check upon fraudulently-disposed officials and remoye 
the opportunity which creates the crime. 

That Ooyernment has hitherto taken no steps in the matter may 
be attributed to the unwillingness of the Legislature to interfere with 
the supposed right of every one to manage his own affairs as he may 
think best ; but whilst society is willing to recognise that rights as 
regards private individuals^ it does not follow as a consequence that 
it is proper when a number associate together for the purpose of 
monetary transactions with the rest of the community. Experience 
is beginning to shew that it is easier to obtain information as to the 
responsibility and credit of private persons, than-— under the present 

Proposed Audit Clauses-^eonUnued), 

the selection of Inspecting Auditors to a Committee of their own body, not less than 
twelye in nnmber, of whom none shall be acting at the time as Trustee, Director* or 
Manager of the bank or company. The Inspecting Auditors elected may be eitiier 
creditors or accountants (publicly actings in snch capacity) ; proyided always, that in the 
eyent of no such election being made within three months atter a yacancy has occurred 
in the office of Inspecting Auditor, the Directors shall report the same to the Board of 
Trade ; which shall, with all conyenient speed, appoint Inspecting Auditors for the pur- 
poses hereinafter proyided. 

** 3. The Auditors shall haye power, without notice, to attend and inspect the account 
books and all 'other books or documents of the bank or company they require; and 
from time to time may cause the books of depositors or customers of a bank, or claims of 
creditors, to be produced at the offices, for the purposes of being Inspected, examined, 
and yerified with the books of the bank or company by them. 

^ 4. It shall be lawful for the Board of Trade, and they are hereby authorised and 
empowered to settie and appoint the allowances to be paid for the seryices, pains, and 
labours of such Inspecting Auditors, in manner and for the purposes aforesaid, out of the 
funds upon which the expenses of management of the said bank or company are charge- 
able by the Deed of Settlement, 

'*5. It shaU be the duty of all officers of the bank or company to produce, for tihe 
examination of the Inspecting Auditors, all books or documents in their custody or 
power. 

'^ 6. Any Inspecting Auditors may examine on oath the officers and agents of the bank 
or company in relation to its business ; and may administer such oath accordingly. If 
any officer or agent refuses to produce any such book or document, or to answer any 
question relating to the affairs of the bank or company, he shall incur a penalty not ex- 
ceeding fiye pounds in respect of each offence. 

" 7. A copy of the report of the Inspecting Auditors, authenticated by the seal of the 
bank or company into whose affairs they haye made inspection, shall be admissible as 
eyidence in any legal proceeding."] 
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system of andit— as to the solvency and internal Honesty of associa- 
tions. 

14. — As to Directors and Auditors. — The frauds in public companies 
may be mainly attributed to the fact, that the Directors, in too many 
instances, are either so engrossed in their own affairs, or possessed ^. 
of too little knowledge of the details of the company they profess to 
govern, to enable them to be very accurately informed of its actual / 
financial condition. 

Directors would, perhaps, answer that they rely upon the appointed 
Auditors ; — ^but that would be only justifiable when those officials are 
professional accountants. 

The generality of Auditors elected by Shareholders are persons • 
having no repute for experience in matters of finance, and their ' 
audits, in consequence, are little more than an illusion. Auditors, 
to be of any real value, should be in the character of Committees of 
Surveillance, and should not be expected to content themselves with 
checking the vouchers for payments, and the accuracy of the items ', 
entered in the office-books. As long as it is considered a piece of 
interference on the part of the Auditors if they desire to extend their i 
investigations beyond the accounts of a company, they can give no ' 
guarantee either to the Shareholders or to the *Creditors that all the ', 
transactions of the Directors and officials have found a record in the 
books. 

Hence the present system of audit is in the highest degree pemi- V y 
cious, for it tends to create the idea of security where none is really ^ 
given. 

15. — The public mind is perplexed as to how fraud can be pre- 
vented. It is urged, that when a concern is not managed entirely by 
one proprietor, somebody must be trusted, and that Auditors would , 
not be able to prevent forgery or the falsification of accounts. This 
objection is groundless, for fraud begins when neglect of surpervision 
in the management commences ; and the best way to prevent fraud 
is to introduce a system which will create a fear of detection. 



/ 



* [By the toord *^ Creditors** of a Bank would be meant the Customers or Depositors,"] 
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It is not to be expected that Directors^ wHo meet but once or twice 
a-week for an boor or two^ can have any very detailed knowledge of 
the finance of a company ; and^ even if they had the leisure, it does .-t 
not follow that those, who manage a concern, would be the best i 
persons to audit its accounts. 

Unhappily, moreover, the culpabilily of the Directors is not always 
limited to laxity of management, but appears to have had rise in 
some instances, if we may judge by recent exposures, from an 
unworthy desire to commit and conceal dishonourable operations 
with the funds entrusted to their care. 

* The real source of the disease is the inefficiency of the system of 
audit now in force. The gentlemen appointed are too often the 
nominees of the Directors, even where they appear to be elected by 
the Shareholders, and owe their election, not so much to their skill 
in investigating accounts, as to their being friends of the managing 
officials. Not unfrequently do they take their first lesson in auditing 

books at the company which they are appointed to investigate. 

• 

* [An aggrieved bank shareholder writes on this subject : — *^ Some few years ago, 
when joint-stock accounts were admitted to have been ' cooked,* and when Goyemment 
audit was objected to (perhaps warrantably objected to, in so fiur as likely to be palmed 
off for a GoTemment voucher), a printed appeal for a remedy was circulated among 
Directors themselves ; but instead of concertmg proper principles of audit, the Directors, 
constrained to engage public accountants for the unravelling of old complications, were 
content with engagmg such gentlemen upon their permanent staff for the avoidance of 
like complications in the future. Since then we nave seen the attestations of eminent 
accountants paraded at the foot of accounts, the responsibility of which, in the popular 
sense, they repudiate. In sooth, their own appointment having become another bit of 
directorial patronage, and their multifarious engagements preventing due personal tests 
of returns, accepted by their own subordinates irom the official subordinates, such returns 
are carried to account agreeably to 'established precedents,' or to 'official prescription; * 
whereas, what is wanted is some independent and uniform system of charge and discharge, 
always conmiensurable by conmion standards, and intelligible to the uninitiated as weU 
as to those behind the scenes. 

** What then is required is, not to supersede routine, but to apply sagacity and expe- 
rience at unappointed times, and in unexpected places, for the testing of the actual routine 
is sufficient for ever-changing circumstances. While simple-minded, hard-working 
Auditors have been pottering over huge folios which engross and divert their energies, 
corporate property has been fraudulently wasted notwithstanding, andthat, too, by moans 
of the very accounts which Auditors have verified.** With the view of providing more 
efficient control over the management of Banking Companies, a Bank Manager suggests 
that the London Joint-stock Banks should form themselves into an association to be 
called the ** Associated London Banks":— 

1. That one person from each subscribing bank, either a director or the manager, as 
shall be decidea, shall be deputed to represent that bank at the committee of the A. B. 

2. That such committee should prepare and submit for approval to the respective 
boards of the sul»cribing banks, such general rules as shall be deemed necessary for the 



I 
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NoT^ indeed, is it sufficient for an Auditor to be merely an honour- 
able man, for it requires special experience to know where the hands 
of the '' cook '' may be traced in a series of accounts. 

16. — ^We repeat, therefore, that, however excellent associations 
may be in principle, their success cannot be secured, when they are 
only nominally managed by a Board, however respectable, unless the 
Directors be sufficiently limited in number to secure unity of mind 
and regularity of system, so that the objects of the Society may be 
carried out in its most minute details. A large, and, what is gener- 
ally termed, an imposing, first-class. Board of Directors is frequently 
careless in the discharge of its duties. From the want of regularity 
in the attendance of its members, there arises a want of unity in their 
deliberations. Knowing little or nothing of the real working of the 
institution, and deceived by a certain audacity of manner and jaunty 
bearing on the part of their chief subordinate officer, directors not 



guidance of the sabscribing banks, in conducting their business on sound banking prin- 
ciples. 

3. That the committee should draw up and have printed for the use of the subscribing 
banks, a set of forms of the returns to be made every three months to the committee by 
each of the banks, such forms to be of such a nature as to show the exact position of the 
bank at date, and to enable the committee to decide that each bank is keeping strictly 
within the ndes laid down. 

4. That the committee shall not have the power of altering an^ of the above-named 
rules when once agreed upon, without the sanction of the migority of their respective 
boards. 

5. That the committee shall appoint a secretary and the necessary staff of clerks 
required for the working of the association, and that the expenses be borne by a sub- 
scnption from the banks, regulated in proportion to the capital of each bank. 

6. That any bank, a member of the association, having fulfilled all its piles, and 
honestly rendered the required returns, should, in the event of a run upon it, receive 
from the other members of the association the required assistance, even to the payment 
of aU its liabilUiei, 

7. In the event of any bank so losing the public confidence as to necessitate the meeting 
of all its liabilities by Uie association, such bank to cease business, and to hand over aB 
its assets to the committee for realisation, and also full power to enable the conunittee to 
recover from the shareholders of such bank. Thus the committee would become the 
liquidator, and avoid all law expenses. 

9. That the association and the names of its members should be fully advertised. Thus 
the public would see that their deposits with any of the members were g^uaranteed, not 
only by its individual capital and management, but also by the capital and surveillance 
of we associated bankers. 

10. — Any member of the association neglecting or refusing to comply with the niles 
laid down, shall cease to be a member, and be advertised accordingly, and the associa- 
tion become no longer liable to support it.] 



16 ON THS AUDIT AND MANAOSMENT OF 

nnfirequenily leave the adzninisiration of its aflyrs too mucli in his 
hands. 

Hence there arises^ from his impropriety of conduct or want of 
capacity^ a variety of circumstances^ which^ fostered by sapineness 
on the part of the Directors^ have brought many a scheme^ excellent 
in the abstract^ to bankruptcy, and inflicted great injury on the 
community. 

17. — To provide, then, a sufficient bar to dishonesty, or curative 
to lack of principle, a Committee of two professional Inspectors 
should be appointed, whose duly it should be to exercise a surveil- 
lance over the Executive Committee, without interfering in the acts 
of management, except to report what is being done to the constituents 
of the Company or Shareholders. The Inspectors should not both 
be simply accountants : one at least should be required to possess 
some legal, as well as professional knowledge, of the matters per- 
taining to the particular class of business they are caUed upon to 
supervise. They should be required to test the accuracy of the 
reports from time to time submitted by the Managers ; and to watch 
that all their measures taken are ia strict accordance with the Deed 
of Settlement, and the objects and principles of the Society. These 
Inspectors should be men of fair position in life, and be adequately 
paid. Their tenure of office should be limited, and fresh Inspectors 
should be appointed — ^under a Rotation system — every two or three 
years. They should, more particularly, not be permitted to send their 
clerics to do the work which they have undertaken, and for which they 
have been personally selected. 

Thus would they have the strongest incentive to the faithful dis- 
charge of their duties, since, by any neglect, they would not only 
lose the particular appointment they hold in one society, but render 
themselves ineligible to like offices in other institutions. 

18. — If it be objected, that in some recent notorioas failures the 
management was intrusted to men of supposed superior position in 
life, we answer, that in those very instances the public were deceived 
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by an apparently respectable Board of Directors placed over the 
company^s ofBcials^ who, while they were not ashamed to draw 
large remuneration out of its funds, were yet too indolent to exercise 
a necessary and wholesome supervision over its affairs. This would 
not have occurred had there been Inspectors attached to the associa- 
tion, instead of a large body of Directors, who had no such special 
experience as would enable them to detect the irregularities that 
were occurring. 



E 



Chaptib m. 



Draft of a Prospectus for a 
Local Enterprise Eneov/ragemeni Oompany (lAmUedJ. 

Capital £ 
With power to increase* 

SliareSj £10 each^ — in three Classes: — 

[A and B not withdrawable^ C withdrawable]. 

Class A.— PotcZ-ifp Shares, on which £1 is to be paid on applica- 
tion^ and the remainder on allotment* 

Class 'B^'^Shares at Oally on which £1 is to be paid on application^ 

£1 on allotment^ and the remainder to be called up 
when required by the Company^ in sums not exceeding 
£1 at each Call^ nor at less than three months' notice. 

Class C^^Withd/rawahle Stibscription Sha/res, to be paid up in full 

by fixed monthly or quarterly instalments^ extending 
oyer given terms of years {on the Building Society 
plcuni), and credited with a Preference Dividend by 
way of Compound Interest^ at the rate of four per 
cent, per annum^ and with a Bonus at the end of the 
term. 



The Uahility of SJuireholders is limited to the amount of their Shares. 



Inspecting Committee. 



Officebs. 
Directors. 

Audit and Check Committee. 



Solicitor. Consulting Actuary. 

Surveyors. Bankers. 

Secretary. 
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The objects of a Local Enterprise Encouragement Company^ to be 
set forth in the Memorandmn of Association^* should be one or more 
of the following^ according to the opportonities and requirements of 
the locality :— 

'^ !♦ ToprMrchdse Government Stock, and Shares and Securi- 
ties of every kind in local firms or local public under- 
takings, either now or hereafter established. 

'* 2. To create and encov/rage local undertahmgs of every kind, 

such as railways, canals, workshops, docks, lighting of 

^ streets, &c., extension of Ullage^ irrigation, drainage, 

and every other species of enterprise connected with 
local industry. 

'* 3. To effect the Amalgamation or Tra/nsformation of any 
commercial companies whatever in the district, and to 
undertake the issvmg of Shares or Debentures of such 
companies. 

^' 4. To contract for Loans to the provincial and local autho- 
rities. 

" 5. To administer, adopt, or take upon lease, contributions 
and undertakings for local public worTcs of every kind j; 
to take contracts and carry them out, either on account 
of the Company, or by letting them to sub-Contractors. 

"6. To do all acts and things necessary or expedient for 
realising and obtaining the fuU benefit of all securities 
or property on which any monies of the Company are 
advanced. 

" 7. To discount local bills of exchange, promissory notes, 
bonds, and other securities and obligations; to deal in 
exchanges, specie, securities, and other representatives 
of value ; to receive money on loan or deposit ; to 
negociate loans of every description ; to advance money 
on deposit of title deeds, securities, local contracts, 
agreements, covenants, bills of sale, bills of lading, 
delivery orders, and other mercantile documents. 

* [A. yariety of objects are hereia suggeitedy but each Company will select such as come 
within its scope and design.] 
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8. To take and reaKse secnrities^ both real and personal :-— 
to buy and sell produce, mercbandiBe, stocks, shares, 
bonds, mortgages, debentures, and obligations of 
every description. 
''9. To coUeet debts and revenue on behalf of other heal 
eompanieSy public corporations, and private individuals, 
to pay their coupons of interest and dividend, and to 
transact conmussions of every kind as local agents. 

^^ 10. To guarantee Loans, raised elsewhere by third parties, 
to a hmited extent, (not exceeding in any particular 
case per cent, of the paid-up capital of the 

Company). 

''11. To treat, act, unite, or amalgamate with, buy up, or 
absorb, any other local Company. 

'' 12. Generally, to exercise all the powers and perform all the 
duties of a Local Entebpbise Encoubagemekt Company. 

" 13« To do all things the Company from time to time consider 
to be incidental or conducive to the attainments of its 
objects, or otherwise for its benefit.'' 



Shares in Class C become realised by the following Monthly and 
Quarterly payments, which are calculated upon the Building Society 
principle, allowing Compound Literest at four per cent, per annum : — 



Tenn of Tears. 


Monthly Payment to realise 
One Share of £10. with 
a Bonus at the end of the 
term. 


Qoarterly Payipent to reatise 

One »hare of £10. with 

a Bonos at the end of the 

term. 




s. 


d. 


£.«.(£. 


Two Years 


8 


3 


14 7 


Three Tears 


5 


5 


16 1 


Pour Tears . 


4 





11 10 


Five Tears 


3 


1 


9 3 


Seven Tears 


2 


2 


6 6 


Ten Tears 


1 


5 


4 3 
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They rank for Surplus Dividend on the amount of subscriptions 
paid up by the commencement of the financial year, and upon realization 
are exchangeable for Shares in Class A, if not withdrawn. 

The Company receives Deposits of not less than £10, at rates of 
Interest increasing with the period for which the amount is deposited ; 
for example (Bates for the present year) — 

If the Deposit be for 6 months certain, per cent. 

If ,, „ 12 „ „ per cent. 

If „ „ 2 years „ per cent. 

Deposits for longer periods, or repayable by instalments, at special 
rates. 

The Company issues Debentures, repayable in fixed periods of 
years, at rates of Interest payable half-yearly, varying according to 
the duration of the Debenture. 

The net profits w31 be ascertained yearly, and if, after providing for 
Interest on deposits and debentures, and for the preference com- 
pound Interest and Bonus on the shares in Class C, they exceed the 
amount required to pay a dividend of * — per cent, on the shares in 
Classes A and B, — such excess will be applied as follows : — 

One-third to a Permanent Guarantee Fund, reducible periodi- 
cally, as set forth in the Articles of Association. 
One-third to an Equalisation Fund for future Dividends. 
And One-third by way of surplus Dividend for the current year 
on the shares of all three classes. 



* [The Sliares in Glasses A and B not being withdrawable, and having no guaranteed 
dividend, shonld receive a higher interest than that credited to Class G shares, before any 
surplus dividend is allotted among the three classes alike.] 



Chapter IV. 

yister a Compcmy tmder the Oompi 
Act, 1862. 



Aet. 1. — For the convenience of persons who desire to establish 
Local Enterprise Encouragement Oompa/nies, we state here the pro- 
ceedings necessary to obtain incorporation for an Association of the 
kind^ with limited Liability. No Prospectus should be issued^ or 
public act of any kind taken^ until the Company has received legal 
incorporation. For this purpose, it is necessary that the Promoter 
should associate with himself six other persons, as signataries of the 
Memorandum and Articles of Association. As the names of the 
seven are publicly and permanently registered at the Government 
Eegistration Office as the first members of the Company, it is 
desirable that they should be persons occupying a position of some 
influence in the district. 

2. — The Memorandum of Association must be in the following 
form: — 



"Ist—Thenameof the Company is '<The Limited.*' 

«< 2nd. — The registered Office of the Company will be situate in [England.] 
*' 3rd. — The objects for which the Company is established are [here set forth 

such of the objects mentioned in the last chapter as are proposed to be undertaken, 

not omitting the general clause, there numbered 13.J 
4th. — The liability of the members is limited. 
5th. — The Capital of the Company is pounds, divided into 

Shares of ten pounds each. 

" We, the several persons whose Names and Addresses are subscribed, are 

desirous of being formed into a Company, in pursuance of this Memorandum of 

Association, and we respectively agree to take the number of Shares in the 

Capital of the Company set opposite our respective names." 
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Then foUow the names, addresses, and descriptions of the seven or 
more subscribers (each of whom must take at least one Share, and 
must write opposite to his name the number of shares he takes), the 
date, and the name and address of a witness to the signatures. The 
Memorandum of Association must be registered at the Joint Stock 
Eegistry Office in Serjeant^s Inn, Fleet Street. The fee payable on 
Registration depends upon the Capital of the Company, and is accord- 
ing to the following Scale : — 

£. 8, d. 
Capital not exceeding £2000 Fee 2 

n jf ft *** *** *** *** •*• *** ■vdUUtl yy o \} \j 

ft n n *** *** *** *** *** *** Xf^vUU yy 4 U V 

99 yy )) ••• ••• ••• ••• ••• ••• «bOUUU }y O V (/ 

(every additional £1000 np to £100^000, 5s. extra.) 
Capital not exceeding £100,000 „ 28 15 

(every additional £1000 up to £525,000, Is. extra.) 
For any amount exceeding £524^000 • » 50 

These fees are collected by stamps, which are supplied by the 
authorised agents. 

3. — The Memorandum of Association may be accompanied by 
Articles of Association, in which the various domestic provisions that 
are to bind the Members of the Company in their relation to each 
other as directors, office bearers, or shareholders should be simply 
and carefully set forth. If no Articles of Association are registered, 
then the Company is bound by the model set contained in Table A 
of the first schedule to the Companies^ Act ; — ^but as some of the 
provisions of Table A might be inapplicable to the intended Company, 
and as it can contain no special clause appertaining to the particular 
business proposed to be transacted, inconvenience would probably 
arise from leaving the Company on this footing. Some legal 
authorities have advised, in consequence, that every Company should 
provide that none of the Articles of Table A shall apply to it, and 
should frame an entirely new set for itself. With this advice we do 
not concur : we think the better plan is to adopt such of the provisions 
of Table A as appear to be applicable, and specifically to repeal in 
detail such as it is thought imdesirable to adopt. The first Clause, 
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therefore^ of the Articles of Association of the Company slioiild be as 
follows : — 

^1.— All the Regulatioiis contained in Table A in the first Schedule to the 
Companies' Act, 1862| shall apply to this Company^ except in so £ftr as it 
is otherwise expressly provided herein." 

The promoters and their legal adviser should carefully search and 
consider the several Clauses of Table A, and if they desire to alter 
any, should insert in their Articles the following : — 

** Article of Table A aforesaid shall not apply to this Company." 

They should then set^rth at full length the amended Clauses they 
intend to adopt, and also any additional provisions, not contained in 
Table A, which they think it desirable to make for the future 
guidance of the Company. 

4. — ^The Articles of Association must be printed, and signed by 
the subscribers to the Memorandum of Association, and a fee of 
5*. is payable on registration of them. Upon registration, they 
are binding upon all persons who are or become Shareholders to the 
same extent as if they had been signed and sealed by each, and can- 
not be altered except by a Special Resolution of the members, that 
is, one carried by three-fourths of those present at a meeting, and 
confirmed by a majority of a subsequent meeting. 

5. — Upon receipt of the Memorandum of Association, the Registrar 
of Joint Stock Companies gives a certificate that the Company is 
incorporated, and the Subscribers may immediately proceed to issue 
their prospectus, allot shares, and generally exercise all the powers 
which the Company possesses. The objects set forth in the Memo- 
randum should be quoted in the prospectus, so that no person apply- 
ing for shares may hereafter be able to say that he was unaware of 
them : — but at the same time, every Shareholder in any Company 
whatever, should bear in mind, that it is not only his right but his 
duty to make himself acquainted with all the provisions of those 
documents to which, by agreeing to take Shares, he has made himself 
a party. 



APPTf.TJTiTT 



ERRATA. 

Owing to an accident in the type, the following errors may be found in this work :— 

Art. 2, page 2, line 18 from top,/or In -{• j) read (»! +-^ j 

Art. 9, page 5, line 12 from bottom, >^ a read as. 

30 30 

Art. 18, page 11, bottom Hne,/or-;Y592 '''^^ n592 

Note to Art. 51, page 26, the denominators (t) of the fractions dropped. 

4 , 4 

Art. 56, page 31, bottom line,/or Log. - read Log. ^ 

, P . t , P . i' 
Art. 61, page 34, line 13 from bottom, for —^ read —^ 

Art.78,page40,linel0fromtop,>r ^T"? TT *'««' . i r , ^TTTVI 

p.+?^{(m-l)rf + rf'| p,-^^[(m-l)d-\-d'^ 



P . 1 „ „ £V for the same CTine. 
.•. The amount of P with interest in one year is P . (1 4- «)• 
Again, the amount of P with interest in two years will, of course, he equal to 
its amount, at the end of one year, re-invested for a second year ; 
or, to the amount of P . (1 + i) with interest in one year; that is, 
it will be equal to 

P . (1 + + t . P . (1 + t) 

= P.(H-0' 
Similarly the amount of P with interest in three years is 

= p . (1 + ty 

and so on for n years, where n is any integer, 

.-. Z = P.(l + t)'' (1). 

In the above the time is expressed in years, but, from the nature of the 

^^■^^^^^^— ^M^^— ^^a^^^^^^^lM^^  M^— ^■^^■^^■M— ^I^M   II ■^■■11 — ■— ^1^1— i-» , Ml , . ,»_ ,1 — ^— ^—  .Mill ^i^w— 

* [The theorems and articles marked thus f have a special relation to each other.] 
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therefore, of the Articles of Association of the Company should be as 
follows : — 

«l. All the Regulatioiis contained in Table A in the first Schedule to the 

Companies' Act, 1862, shall apply to this Company^ except in so &r as it 
is otherwise expressly proyided herein.*' 

The promoters and their legal adviser should carefully search and 
consid er the several Clauses of Table A, and if they desire to alter 



5. — Upon receipt of the Memorandum of Association, the Kegisiirar 
of Joint Stock Companies gives a certificate that the Company is 
incorporated, and the Subscribers may immediately proceed to issue 
their prospectus, allot shares, and generally exercise all the powers 
which the Company possesses. The objects set forth in the Memo- 
randum should be quoted in the prospectus, so that no person apply- 
ing for shares may hereafter be able to say that he was unaware of 
them : — but at the same time, every Shareholder in any Company 
whatever, should bear in mind, that it is not only his right but his 
duty to make himself acquainted with all the provisions of those 
documents to which, by agreeing to take Shares, he has made himself 
a party. 
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The following pages (which were first published in 1849) contain the ele- 
mentary propositions of Compound Interest, which relate more particularly 
to the system of Benefit Building, and other Investment, Societies, together 
with* several aew theorems, which we then specially deduced as bearing upon 
the subject. In Section 4 mil be found the practical application of these 
principles to the circumstances of Industrial Associations ; and in Chapter 2 
of Part I., a popular statement of their leading features. 

Section I. 

On the Accumulation of a Single Sum at Compound Interest, 

Art. 1 . — To find the amount Z to which a sum P will accumulate in n 

years at compound yearly interest i per pound. 

Since t is the interest on ^1 for one yeat, or 

P . t „ „ 56P for the same time. 

.', The amount of P with interest in one year is P . (1 4- «)• 

Again, the amount of P with interest in two years will, of course, be equal to 

its amount, at the end of one year, re-invested for a second year ; 

or, to the amount of P . (1 + i) with interest in one year; that is, 

it will be equal to 

P . (1 + i) + t . P . (1 + «) 

= P . (l-f 0' 
Similarly the amount of P with interest in three years is 

= P . (1 + 0' 

and so on for n years, where n is any integer, 

.-. Z = P.(l + t)^ (1). 

In the above the time is expressed in years, but, from the nature of the 

* [The theorems and articles marked thus f have a special relation to each other.] 
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reasoning, equation (1) will represent the amount of P at the end of an integral 
number of any intervals of time, at the end of each of which interest is due 
after the rate of i per pound. 

Remark. — The amount of a given sum, at the end of any number of 
periods of time, does not depend on the length of time in each period, but 
only on the number of them, and the quantity of interest due or payable at 
the end of each. 

2. — ^The equation (1) is, in strictness, not applicable when n is a fractional 
number of the form n^^^n -^ - , where n, is an integer and — a fraction of 

a year, as the interest was supposed only due at the end of successive equal 
intervals of time, and, theoretically speaking, no allowance of interest can be 

made for the broken portion — , consequently, this hypothesis must always 

be remembered, and if results be deduced from equation (1) relative to n, 
n must always prove to be a whole number (see Art. 11). In commercial 
questions, nevertheless, it is usual in such cases to calculate by equation (1) 
the amount due at the expiration of the last full period, and to add to it 
simple interest for the fractional remainder of the time ; so that 

The amount of P in 1 1^ -h -7 ) years 

= amount of P in n, years -f simple interest on that amount for 

the portion -— of a vear. 
o 

= P . (1 + if' + ^ X P . (1 + .)"' 

= P.(H-0'''.(l+^) (2). 

3. — If the interest be due, in equal instalments — , at the end of each 

m 

interval of time equal to the with part of a year, the amount at the end of 
m n intervals will be 



Z = P.(l + i-)"»« (3). 



This result can be adapted to the case of interest being paid, or due, half- 
yearly, quarterly, or monthly, by making w = 2, 4, or 12 respectively. 

4. — If the interest be supposed due momentaneously, or at the end of each 
moment of time, in equal portions — , m being infinitely large, then the 
result in equation (3) assumes a peculiar form. 
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For, expanding by the Binomial Theorem, 

= F ,<\ + -f- ^ — -'—5 + •• etc. } 

L \ m 1.2 m^ J 

PJ 71 . t . ( n . t — — I 
Y+—+ -T72 + etc.^ 

1 H — j^ + ' + > , since the terms containing 

— , — y-, vanish when m is infinite. 
m mr 

.-. Z = P.e'** (4). 

c being the base of the Napierian or Hyperbolic logarithms^ and = 2*71828, 
etc., nearly. (See any Treatise on Algebra.) 
To this equation we will return further on. 

5. — Since (1 + t) can be put under the form (1 + if"^ • (1 + «)"* where 
«i -|- «2 = w, we have Theorem 1 : — That the amount of £\ at the end of n 
years by the accumulation of Compound Interest is equal to the product of 
its amounts at the end of Ui and n^ years respectively. 

This property serves to make Table 4 give results, which are not contained 
within its limits. 

Example.- — Let w = 60. 
The last number in the table is 50, let iii = 50, then tzj = 10 
And the amount at the end of 60 years = 5^11.4674 x 5^1.6288 at 5 per 

cent. =5^18.6781. 
Similarly, if n = Wi + Wg + + «r 

(1 + O"" = (1 + if' . (1 + if' . . (1 + if' 

6. — From the preceding expressions it is seen that : 

When interest is payable more frequently than once a year, there is a 

difference between the nominal annual rate of interest, and the true 

rate or actual annual interest realized. 
For if i = the nominal yearly rate of interest per pound, and it be payable 

in m periodic equal portions — in the course of a year, then supposing each 

iiv 

instalment to be invested and to bear interest after the same nominal rate, 
The true rate = the amount of 5^1 at the end of one year — 5^1. 
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If the interest be realized momentaneously^ then 

The true rate of interest becomes = tf — 1 (6). 

Hence a table may be formed showing the tnie rate per pound for Tarious 
Talues of fff . 

If m = 2« the true rate for interest paid half-yearly 

m = 4^ the true rate for interest paid quarterly 
m = 12, the true rate for interest paid monthly, 
m = 52, the true rate for interest paid weekly 

m = GO, the true rate for mamentaneoua interest, 

= e — l=:t-f — +-_ nearly. 

2 6*^ 

The two last results show that the weekly and momentaneous rates of inter- 
est differ but little. 

Table 5 has been computed from the above formulae by giving to t different 
values for successive rates of interest, and it is accurate to three places of 
decimals. 

7. — In equation (6) let ^ = e — 1 . 
Taking Hyperbolic logarithms, 

^ • i = Log.(l4-^) (7). 

And this equation gives the nominal annual rate of interest t, realized momen- 
taneously, which corresponds to a yearly rate of interest k. 

Example : Let k = -— - 
^ 100 

.-. i = Log. (I . 05) = .04879 

or ^4.879 per cent, per annum momentaneous interest is equivalent to 5 per 

cent, per annum paid yearly. (See Table 6.) 

8. — If the amount Z of a sum P at the end of n years be given by the 
tables at yearly interest, the amount Z^ can be deduced when interest is pay- 
able m times a year. 

rorZ. = P.|i + lj'^"=P.(i+i)"JOiirj 
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r 1 I  % . m(m— I) f , i. -I » 



= z.< 1^. 



= Z . < 1 + V ^>^ . t^ + etc. f nearly, and neglecting the higher 
(1.2 J 

powers of %, which, as » is a decimal fraction of the order --g, may be done 
when n is not very large, we have 

f n(l.-±) . 

Zi = Z,^ 1 -I- V *^/ fii, neariy (1). 

L 1.2 ) 

Remark. The preceding equations contain all the formulsB necessary for 
the determination of any question, connected with the aceumiilati^i ofhiingle 
sum from compound interest. Several results can be deduced from them» 
which are worthy of notice. 

It is seen that the hypothesis of momentaneous interest considered in equa- 
tion (4) introduces the base of the Napierian or Hyperbolic logarithms, which 
possesses many important properties. Although that hypothesis is not gene- 
rally used, yet it gives rise to various theorems, which can be adapted with 
sufficient exactness to the aetual conditions of practice. 

9. — Equation (4) gives Z = P. e^, .'. taking logarithms and denoting a? 
before by Log. the logarithm to the base e, we have 



».t 



= Log.(|) (!)• 



= a constant : 

or, supposing interest realized momentaneouBly, f Theorem 2 arises : — The 

product of the nominal yearly rate hy the ntcmher ofyears^, in which a sum P 

will amount to Z, is constant, or the same whatever be the rate of interest : 

in other words, IfP amount to Z in Nj years at i^ per pound interest, then P 

N i i 

would amount to Z in ^/ ^ years at i^ rate (^interest, or in g.N years at — 

rate of interest. 

Example : By Table 7, £1 will amount ta ^736906 in 50 years at 4 
per cent, momentaneoua rate of interest. Hence, £1 ought^ by this theorem^ 
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to amoant to the same sum in — - years, or 25 years, at 8 per cent, 
momentaneous rate ; which is also shown hy Tahle 7 to he the case. 

10. — Let Z =/. P in equation (I), Art. 9, .'. «/.» =Log,/ 

.., Log^ : (2). 

or, f Theorem 3 : — The number of years, in which, by the accumulation of mo- 
mentaneous interest, a sum will become /-/old its original value, is equal to 
the Logg/ divided by the nominal yearly rate per pound, 
If/=2. ' «, = ^2 



.693147 



(3). 



t 

See the extract from Tables of Hyperbolic Logarithms contained in Table 
16. 

If/=3, «3 = ^ 

1.098612 



t 



(4). 



And so on for other values of/. 

If for i we put — — , I being the interest per cent., we have, 

from eq" (3). The number o/ years in which money will become doubled at I 

per cent, rate o/ interest realized momentaneously is equal 
to 69*3147, divided by the rate o/ interest I. 

from eq** (4) . The number of years in which money will become trebled is equal 

to 109*8612, divided by the rate o/ interest, 

11. — Respecting the Time o/ doubling at yearly interest. 

If in Equation (1), Art. 1, or Z = P (1 + i)" (I) 

we suppose Z = 2 P, then 2 = (1 + i)" (2) 

which shows that n cannot be an integer, as (1 + i) is a fraction. But, as we 
have stated before. Art. 1, equation (1) can only be applied when n is an 
integer, hence it will not serve to determine the time of doubling when inter- 
est is paid yearly ; nor can any equation do so, as, theoretically speaking, 
there can be no time of doubling for interest expressed by a commensurable 
fraction, and paid at the end of finite intervals. 

Most writers have overlooked this consideration, and have erroneously given 

the values of n deduced from n = = ^ — - for various values of t, as beinsr 

Log,(l+e) ^ 

the corresponding times of doubling at yearly interest (see Table 8). This 
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amounts to supposing the money to accumulate continuously by a compound 
momentaneous interest Log. (1 +0 throughout the whole time, in which on 
such an hypothesis it would double, instead of increasing as it does per sal- 

tum at the end of each year ; or that the expressions (1 -f i)** = 2 and 

e^ og* ( +0 — 2, which represent different hypotheses, are interchangeable. 
The results thus obtained are therefore of no mathematical value, although 
they differ but little from those that might be deduced from the commercial 
view of the question, see Equation (2), Art. 3, which supposes a proportionate 
amount of the yearly rate of interest to be paid, when there is a fractional 
number of days over. 

12. — When interest is payable m times a year. Equation (3) Art. 4 gives 

m. n 

Z = P|l-f — J , where m ,ni&KVi integer. 

••• Log.— =m,n. Log. / I + 1- j 

Let Z =/. P 
then we may still assume the equation to hold approximately, whether m . n 
remain an integer or not, provided the intervals of conversion of interest be 
frequent. 

Log{l-t-A) 



m 




* [The reciprocal of Log« (1 + ^) can in general be expanded in a series by the following 
method : — 



•^®* 1^^ /I 1 — v = «o + flia* + fl2^^+ + flr ar*- -f etc. 

^ogr« (1 + ^) 

.*. X =|flo + fli* + fl2ar2+ |.Log,(l+d7) 



= aoa:+fli 


.ar'-fflg 


2 


2 




^ 3 



.ip» + 



2 

Or — 2 



+ 



r+1 



.jrr + l_|.gtc. 
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And when / is not very large we have with sufficient approximation, f !%«>- 

rem 4 : — The number of finite intervals of time (each equal to the m^ part 

of a year), at the end of which money will accumulate to f-fold its original 

value, is 

= Lo^,/^Log./ 



(i) 



2 



-^ W./ ^^^'-^ nearly (2) 

rate of intoicttpef pound In each Interral T" o "*•*** / v / 

since % is a decimal of the 2d order, and the higher powers of — may be 

fit 

neglected. 

13.— Let/= 2 then Log. 2 = -693147 
.*. The number of intervals of 

time (equal to m^ part of a __ '693147 ,^^q^ 
year) at the end of which (A.\ 
money will double \ ^ / 

= f,^'^^^^ + -3465 nearly. : . . (3) 

rate of interest percent. " 

in eaeh interraL 

~*~~^'»-~^^— ^i^— — ^^^^— .^.^.^ " -^^-^— — — — ^— ^^— 

Whence «.= 1. a. l^. a, = ^ -|=:i^.<„ = ^i. ..=-r^. 
and generally Or is given by the equation 

<. - fr^ + ^ _ + ^'=0 (I). 



• • "r 7\ — ; — 'x ^1 + + — — + etc. 

Log. (1+0?) ^2 12 ^ 24 720 ^ 



Whence -J-- . = i+ i _ iL +^' - 1^ + etc (2). 

Log* (1 + ^) X 2 12 ^ 24 720 ^ 

When or is a fraction, as in the case of o? = t the rate of interest per pound, then the series 
converges rapidly. 

Also if we substitute — for x 

\ !=y + l__L+_' 19 +eto. (3). 

Log.(l+L) 2 12y + 24,» 720y»^ 

the formula given in the text and which we shall hate occasion to make use of hereafter 
{vide note to Art. 16). 

It will be noticed, by such of our readers as are familiar with the higher branches of 
analysis, that the coefficient a^ as determined from equation (1), is equal to the value of the 
definite integral 

A- nv-i ^0-^)(2---g) (r-l-g)& 

•^^ ^' 1.2. 3 r 

where m is integrated between the limits 2: = o, and jr = 1.] 
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14. — The results in Table 8, and Equation 3, show that, generally, as 
regards the integral part of the time of doubling, we may assume for the 
sake of memory, '\Theorem 5, that the 

Time of doubUng = nearly, 

^ rate of interest per cent. •' 

70 being the whole number next above 69 '3 147. 

Or, " 2%e number of years in which money will double itself at compound 
interest is, in round numbers, equal to that whole number, which is nearest to 
the quotient obtained on dividing 70 by the rate of interest per cent," 

When i is greater than '10, a higher dividend than 70 must be taken. In 
the generaHty of commercial operations, however, interest does not exceed 10 
per cent., and this approximate rule will suf&ce for all practical purposes. 

15. — In simple interest there is a corresponding property. If N = num- 
ber of years in which a sum P will double itself at simple interest I per cent. 

N.I =100 



16. — On the Successive Stages of Accumulation of Capital. 

m 

In Art. 12 we have deduced eq" (2) a simple expression for the value of 
np or the aggregate number of years that are required to make a single capital 
become y-fold its original magnitude; and Art. 14 affords an easy rule for 
memory when/=s 2 ; we will now proceed to deduce an approximate relation 
between the additional number of years, or multiples of equal intervals of 
time, which are required to make a single capital P pass through the succes- 
sive stages of accumulation, by compound interest, from 1 -fold to 2-fold, from 
2-fold to 3.fold, from /-fold to (/+ l)-fold. 

And for this purpose let ^<"*" represent generally the process of accumula- 
tion, at interest (yearly, monthly, or momentaneous), by which the capital P 
passes from r-fold to (r + l)-fold, we have 

2.P = P.<f>i^ .-. ai . Loge <^< ^ Log, 2 

3.P = 2.P.(^i°' .'. <.sj.Log.^j = Log - 



(/+ 1) . P =f.V.it>,^.: a,. Log..^i = LogYl + i^ 
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or the quantities a^, a, ... are to each other in the ratios of the logarithms 

2 3 / 1\ 

Log. y. Log. -, Log, (1+7) respectively. 

Hence the Rates of Velocity of arithmetical augmentation of capital are in 
the inverse ratios of those logarithms ; or, 

\Theorem 6 : — If the specific velocity q/^ doubling be represented by unity ^ 
the relative velocities of attaining successive units of capital would be repre- 
sented by 

J Loge 2 Loge2 Loge2 

'Log. I Log. I' 'Log.(l+iy 

or bj the logarithms of the number 2 taken to the successive bases 

- . -. ( ^ "^ ?)' ^''* ^^^^ nearly by 

1, 1.70, 2.40, 3.10, 3.80, etc. 
which are the terms of an arithmetic progression of which the common dif- 
ference is .70, a number which has already been used in Art. 14. (See for- 
ward. Section 4.) 



Section IL 

Of Present Value and Discount, 

Art. 17. — When money is calculated at compound interest, the present 
value, or sum to be given at present, instead of a payment due at the end of 
a certain number of years, must be such that, if laid out at interest for that 
time, it would become equal to the amount due. The problem of determining 

* [These terms are obtained thus : by note to Art. 12 

h!3^ = .69315(/+i-i-+-L,-etc.l 

Log.(l + -l) ^ ^ ''f^'^ ^ 

= j [l+(/-l)X.70j -[/ X. 00685 -. 04657 --^^^I^Ih- etc. I 

= {l + (/-l)X.70J nearly (1). 

Unless / is very large, this formula gives a degree of approximation sufficiently accurate for 
the determination of ratios, and will nearly agree with the results derivable f^om the exact 

formula ^ — — -. The approximate results are in deficit, while/ does not exceed 5, 

I'Og. (1 + }) 

and in excess for sabsequent values.] 
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the present value is consequently the mverse of finding the timoimt,lo which 
a sum of money would accumulate at compound interest. The principles 
adduced in Section I. will apply here. ^ 

The discount on a given sum is the difference hetween its amount at the 
future time when it will be due and its present vfeilue. '. • *- ' " 
Let P = the present ralue, 

Z = the sum due at the end of n years (^lUjd tl^ amount in 

Section 1.) * , y 

t = the yearly rate qf i^iterest per pound, ) 
d = the value of i if disc<iunte4 or treated Ji 4sa^ each year 
in advance, . ' ' ^ 



L 



then P invested at compound interest % for iii years mu^ become- equal to 
Z, .'. by Art, 1, . * 

Z = P.(1 +o" ' ' ^ '• 

where n is an integer. .. ,i. ', 

And if D = the discount, , . 

D = Z-P 

= Z.{l-(l +.)""} (2). 

If the value of D be expanded by ] ^e Binomifd Theorem,; ; 

= Z . w « — etc. , . 

showing that the common rule. in practice of taking D = Z . n .i is found by 
neglecting the other terms of the series. * - .^ 

l£n be not a whole number, then equation (2) Art. 2, mu$jt be uiijpd. 

•.' 

Z 



18.— Since P = 



n ) ^' 



(1 .+ 

if we hare a table showing the amount (1 + i) to which' £\ will accumulate 
in n years at compound interest, the present value of any sum Z due in n 

years will be equal to the quotient of Z divided by (*1 + t) . _ 

Example: To find the present value of ^30 due at the end. of 5 years, 

supposing interest to be compound at 3 per cent. : — 

Now Table 4 shows that the amount of ^1 in 5 years at 3 per cent, is 

^11592. 

.-. the present value of ^30 = ,^^ = ^25-8799 . . 

1*1592 
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19. — If the interest, instead of being supposed payable onlj onee a jear, be 
payable, in m equal portions — , m times a year ; then, as before. 



in.* 



Z=:P.(l+l) 

(. V — M,n 
1 +-lj (3). 

D = Z.|l-(l + l)'"'| (4). 

20.-*If the interest be realized momently or nt = oo, then, by Art. 4, 

/. P = Z ^■"* • (5). 

D = Z.(l-e'"**0 ' (6). 

Remark. — It will be observed, that the problems connected with present 
values differ from those relating to the amount of money by the introduction 
of — « for. + «. 



21.-Since (1+ t) " = (1 + i) ."» (1 + t) "* 

where n = «j + n^, we have for present values a property 
corresponding to Theorem 1, Art. (5). 

Theorem 7 : — The present value of d&\y due at the end of n years, is equal 
to the product of the present values of d&\ due at the end of n^ and n^ years 
respectively. 

Similarly where n = n, + n, -f n, -f etc. 

22. — From equation (3), Art, 19, it is obvious that 

The present value is diminished by increasing the frequency of the in- 
tervals, in each year, at which the interest is supposed payable. 

23. — If the present value P of a sum Z due n years hence be given by the 
tables, supposing interest payable once a year, the present value P^ can be 
deduced when interest is payable m times a year. 

m'l — n 



For P, = Z./ 1 + i) = Z . A + A. < V"*"^y 



....(1). 
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= P. 



m 1.2 m^ 



— n 



!+«■ 



1 + »• + —^^ ^ + 



etc. 



L 



1 +»■ 



— » 



= P 



I 1.2 •* 



— n 



nearly, whence neglecting all powers 



of i above the second, which ft being a decimal fraction of the order yr-g) 
may be done provided n be not very large. 

Pj = P . j 1 - w . ^ ^ . 1-2 I nearly (2) . 

Example : Table 9 shows that, when interest is payable yearly, the present 
value P of ^10 due 4 years hence at 5 per cent, is = 8*227. 

If interest be payable half-yearly, or m = 2, then from Equation (2) 



= •0025 
.-.Pi = 8-227 (1 - -0025) 

= 8-227 X -9975 = 8-2064. 



24- — Respecting the difference between the present values of the same sum 
Z due at the end of n years, according as it is calculated at compound interest 
*i V^^ pound or ig per pound ; or on the mode of ascertaining the surplus 
profit in discounting bills, or shares, payable at a long date : — 
Let p. = present value at the raje of interest t'l 



P. = 



do. 



If interest be realized only once a year, 
P. -P. =Z.(1 -i-ii)""-Z.(l+t2) 

= Z.{(l+ti)""-(l+t,)~"} 
If interest be realized m times a year. 



— n 



(1). 



k'-m.n ^m.n'\ 
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If interest be realized momently, 

p. -p. =Z. {*-"''-e""*'l.. (3). 

From these equations we have Theorem 8 : — That the difference between 
the present values of a sum of money Z due in n years, estimated at different 
rates of interest, increases up to a certain point with the value n of and then 
diminishes. 

For example, if one person A obtain a present loan P. from another person 

B, in return for which he is to pay Z at the end of a years ; and A, out of the 
money he has received, lend a sum P. to a third party C, for which at the 

end of the n years he is also to receive Z, which will enable him to pay off his 
debt to B, then there is some value of n, such that the immediate profit de- 
rived by A is greatest if /, be greater than i, {Fide Sect. 4.) 

[Note to Art, 24. — When the interests are momentaneous, or the expres- 
sion is a continuous function of the variable n, the maximum value can be de- 
termined at once by differentiation. 

Taking equation (3)» let 

{— » 1*1 —n i.2 1 
e — e J = a maximum. 

tj being less than i^. 

Differentiating with regard to «, we get by the property of maxima et minima : (see any 

Treatise on the Differential Calculus), 



dn 
— nf, 



«2 



-«'2 «1 



«1 



» . («2 - «i) = Lege ^2 - Log* f'l 

„ -- Loge «2 - Lege t'l (4). 



h-h 






To determine whether this result gives a maximum or minimum, we must differentiate a 
second time : 

'I i,^ t/J 

(by substituting in the bracket % for e^' ^'2"~*J^ ^^ found above.) 
_ ^— niy J J . . 1 

which is negative, since t^ was assumed to be less than to ; 

.*. the value of n in equation (4) gives the number of years, for which the difference of the 

present values is a maximum. 
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Example: Letti=05 t2 = *06. 

Log, 6 — Log, 5 

11 = 

6-5 



100 

= 100 (Log, 6 - Log, 5) 

= 100 (1-791759 - 1-609438) see Table 16 

= 18-2321 years, 
That is to say, the difference, between the present values of the same sums discounted 
respectively at 5 and 6 per cent, momentaneous interest, is greatest, when they are due at 
the end of 18-2321 years. 

The above process will not serve for yearly interest, as the function of n varies hy finite 
yearly increments in the value of », and Differentiation does not apply. The very definition 
of a differential co-efficient has, by a strange oversight, been overlooked by several skilful 
writers on Interest, who have, probably through want of consideration, applied the differen- 
tial calculus. But the time may be deduced indirectly from equation (4) by substituting, 
for the yearly interest, the equivalent momentaneous rate.] 



Section III. 

On Annuities, 

Art. 25. — To find the amount of a yearly annuity of ^1, payable for n 
years, supposing compound yearly interest at t per pound. 

Unless the contrary be mentioned, annuities are supposed payable at the 
end of each year ; and on this hypothesis tables are usually constructed. It 
will hereafter be shown how such tables can be adapted to find the amount or 
present value of annuities payable at the beginning of each year or otherwise. 

The reason for the analytical investigations in this section, proceeding on 
the supposition of the annuities beings payable at the end of eacl^ year, or 
other interval of time, consists in the simplicity attending the reference of 
annuities to that Sum, which would purchase them, or to that of which the 
annuity is the Interest ; as, in either case, whether it be purchased, or pay- 
able as interest, each instalment is due at the end of each year. 

Let 2« be the symbol of the amount of an annuity of £1 for n years. 

The expression can at once be found from that of the amount of a single 

sum d&\. Art. 1. 
For (1 + {)* = the amount of a single sum £1 with yearly interest i per 
pound in n years. 

= the ^1 -f amount of an annuity of £i& year 

•*• 5« = *-. (I). 
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So that an ADnuity Table can be calculated at once from a table, which gives 
the accumulation of a single sum and its compound interest for any time. 
{Vide Table 4.) 

26.— Since X + 1 = ^ ^ \ 

= S„ -+ (1 + 0" 

... S„ + 1 - S„ = (1 + i)« (2). 

= Amount of a single sum at interest in n years. 
Hence, inversely, ^Theorem 9 : — 

A table of the amount of a single 9um can be deduced at once, if required, 
by taking the first differences of an Annuity Table. 

27. — To find the present value of a yearly annuity of £\ for n years, pay- 
able at the end of each year. 

Let ^, = present value required. 
By a simple demonstration, as in Art. 25, since the present value of ^1 
due in n years = (1 + t) - * 

The present value of the periodic instalments of interest i on the £\ must 
alone = I — (1 + t)-« 

(Since the diminution of value is produced by the interest deducted.) 
.*. Dividing both sides by 1 

^, = the present value of an annuity of ^1 = "~ ^ . — ^ — . . . . (3) 

And an annuity table of present values can be deduced at once from a 
given table of the present value of single sums. 

28. — Aliter the present value of an annuity for n years is equal to the 
amount of the annuity at the end of n years discounted for that time. 

2« 






(1 -h«)» 



= _i_ [[\±llll\ (By Art. 25.) 
(I J^i)n' I i J 

... ^„ = ^ -(1+0"^ ^ as before. 

*or — =2 (4). 

* [Thi8 equatiou presents a property, that may be made of great practical service, ia 
deducing, without reference to tables, the present value of an annuity when the amount is 
known, or the converse. The operation can be performed with great facility by means of 
a table of the reciprocals of natural numbers. See also Section 4.] 
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Hence ^Theorem 10. — The difference between the Reciprocals of the present 
value and amount of an annuity of£lis equal to the rate of interest allowed 
per pound. 

Example : The present value of an annuity of ^1 172 a year for 10 years, at 
3 per cent., is £100 ; then, if the amount were desired to be known at the end 
of 10 years, eq** (4) would give it at once equal to 11*464 X 1172 = 134*36. 

Again, eq" (4) gives 

or -[Theorem 1 1 : — The difference of the reciprocals of the present values of 
an annuity for any two given periods of time is the same as that of the red" 
procals of the corresponding annuity amounts for the same periods of time. 

29.-Since*,_x = illiI±l^-'"-^' 

t 

= ^-(1 + i) . (1 -f - « 

. • . ( 1 + - « = ^n - ^« - 1 ( 6 ) 

t. e, the present value of a single sum due in n years = the difference of the 

present values of an annuity of the same sum for n and (« — 1) years. 

Whence, inversely, f Theorem 12:— A table of present values for single 
sums can be deduced from a table of annuity present values by taking the 
first differences. 

30. — ^To determine the relations between the amounts of a yearly annuity 
of ^1 for n years, according as it is payable at the end or at the beginning of 
each year. 

Let 2n = the amount of annuity for n years, payable at the end of each 
^ year 

and %i = the amount of annuity for n years, payable at the beginning of 

each year 

then X = X{l+i) ( 1 ) 

or =5„ + i-l (2) 

This formula is important, as it enables the amount of yearly annuities^ 
payable at the beginning of each year, to be determined from a Table for 
annuities payable at the end of each year. 

31 . — To determine the present value of an annuity of £1 a year for n years. 
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payable at the beginning of each year, from a Table of the present values of 
annuities payable at the end of each year. 

Let ^»_i = the present value of an annuity for (n — 1) years, payable at 

the end of each year 

and ^^ = the same for n years, payable at the beginning of each year 

then ^1 = ^„ (1 + t) 
or = 1 + ^„ _ 1 

Example (see Table XI.) ; £4*5797 is the present value of £1 a year 
payable at the end of each year for 5 years, calculated at 3 per cent, 
rate of interest. 
Therefore £5*5797 is the present value of £1 a year payable at the be- 
ginning of each year for 6 years. 

32. — In the preceding propositions we have determined the amount and 
present value of annuities. We shall now proceed to examine the practical 
application of the formulae. 

A given sum ^ is borrowed for n years. To determine what annuity a, 

paid for that time in m equal portions — every year, will pay off the principal 

m 

and interest thereon also supposed due m times a year, m . n being an integer. 



*Here ^ = 



=(^) 






\^) 1 



*(i 



(i) 



(-i) 



(«). 



m.n 



»n 



33. — Let the time n be such that the sura ^, if unpaid, would accumulate 
at compound interest to /-fold its original value. See Art. 11. 

Thpn/.$ = ^. / l + i-l*"" 

I ml 

.-. From Art. 32 above, (±\ = ^ . ^ . ( 1^ (2). 

\^) /-I \fn) '^ 

or,a=^.^.i (3). 

Hence, \Theorem 1 3 : — If a sum of money be borrowed for such a time, that, 
if unpaid, it would amount to ffold its original value ^ then the 



[This equation is obtained by substituting for a, t, and n, in equation (3), Art. 27, 



a t 

'— » — t and m . n.] 
mm ■" 
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annuity which would pat/ it off, principal and interest, in that time 

f 
is equal to y times one yearns interest on the debt. 

The accuracy of this theorem requires that the intervals, at which the instal- 
ments of the annuity are paid, should he aliquot parts of the whole period 
over which it extends. When the interval is small, as in the case of monthly 
payments, the formula (2) may be applied without reservation, and differs by 
an inappreciable quantity from the truth ; and even for yearly payments the 
error in (3) is practically of no importance. 

In proceeding to apply this theorem, we shall consider / as given, and 
equal to some whole number, in which case m . n is always fractional, but this 
circumstance, for the reasons above given, will not interfere with the practical 
accuracy of the solution. 

34. — Let/= 2, or the time be that in which money would double at com- 
pound interest. — See Art. 11. 

.*. From equation (3), Art. 33, the annuity = 2 $ . t 
tir, \Theorem 14 : — If a sum of money be borrowed for such a number of 
years, that if unpaid it would by yearly compound interest double it' 
self, then the debtor can liauidate his debt with interest in that time 
by a yearly annuity equal to twice one yearns interest on the sum 
borrowed; the last payment of the debtor being a fractional portion 
of the year s annuity proportionate to the fractional number of days, 

35. — If the payments be made monthly, as in Building Societies : 
The monthly payment = twice the interest for one month. 
Example 1. — In a 14 years' Building Society, calculated at 5 per cent, 
monthly rate of interest, the shares are £ 1 20, of which the present value is 
£60, because money doubles itself in nearly 14 years at 5 per cent. ; to find 

the monthly payment -^ for 14 years, which will pay off a debt of £60, in- 

eluding principal and interest thereon as it accrues. 

Here ^ = 60 
i =05 

12 12 



.*. the monthly payment /-- j= 



60 X ?1 = £-5 = lO"*' 
1 ^ 



That is to say, 10* a month for nearly 14 years will pay off a debt £60 
borrowed at the beginning. 

This explains the principle of those societies that charge 1 0*^ a month for 
that purpose. 
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Example 2. — In 10 years' Societies fonned on a basis of 7 per cent. 
As before, ^ = 60, but i = -07. 



.•. tbe monthly payment ( Tq ) ~ ^ ^ To 



= 60 xll^ = £-7 

= H**^ 
Therefore a monthly payment of H*** for about 10 years will pay off the debt 
£60 with interest. Hence the charge of 14'^ a month in such Societies. 

36. — ^The theorem in the preceding articles, which has been so ipvestigaied 
to bring forward certain points in the working of Benefit Building Societies, 
may also be proved thus, and put under another form. 

If a single sum £1 accumulates in a certain time to £/, 
Then the periodic interest i on the £1 has amounted to £ (/— 1), 
(since it is by the interest that the result is produced). 
.•. Dividing both sides by t, we have 
f Theorem 15 :—The amount of an annuity o/£\, (in the time in which a 
tingle sum becomes /-/old its original value), is 

^£ 100 (/-I) 

rate of interest per cent. 

Ex. Let/= 2, then, 

f Theorem 16: — The amount of an annuity of £\ a year, in the *ex.act 

time in which a single sum would double itself, is equal to . 

.^ X rate per cent. 

37. — To determine the rate of interest at which a given annuity will amount 
to a given sum in a stated number of years : 



Since Sn=:.. ((^+^');-^ ) 



.-. (1 +l)«=:??.t+ 1 

a 
No complete method has yet been discovered for solving this equation of 
the »*^ degree ; several modes of approximation have, however, been given by 
various eminent writers on this subject, which serve to determine the value of 
% with great exactness, although they are rather complicated in their applica- 
tion. The formulae are obtained by expanding (1 + t)** by the Binomial 
theorem, and deducing a result, by neglecting terms involving powers of i 

* [The reader will understand the word " exact " to mean the actual result given by the 
formula i pg /i + -y ^^^ ^^- l^O 
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above the third. The following (suggested by the late Mr. Francis Baily) 
gives a near approximation : 



LetD=(A.l -I 
la ,nJ 



Th.n,-^ {^2 + (n+l).D}.D 

12 + 2(n+ ])D ^ ^ 

38. — To determine the value of i when the present value, the annuity, and 
the number of years are given. 

The equation for solution is $» = a — H-i — 11112 — which presents the 

same difficulty as that in Art. 37. A near approximate formula is : 

_ {12^(;i~l).E }.E 
* " 12-2(«-l).E •.•^'^^• 

2 
»+l 



whereE= |?Li^| -1 



39. — Let L be a present sum borrowed, and it be determined to set aside 
every year a certain Annuity a to repay principal and interest at the nominal 
yearly rate of i per pound : the balance of the debt or amount still due (B,) at 
the end of x years is 

B. = L . (1 + i)^ - a . ^^ -^^y-^ ^3) . 

40.— Whence 

(fl-t.L) = (a-i.B,).(l+i)-^ (4). 

t. €, the difference between the annuity a and one year's interest on the sum 
borrowed L is constantly equal to the present value of the difference between 
the said annuity and the interest on the balance of the debt at the end of any 
number of years, 

41. — For convenient use of tables, (3) may be put under the form 

B. = L.Z,-fl:S, (5). 

where S, and Z. are the accurate amounts at interest of an annuity of £l and 
of a single sum of £l respectively for x years. 

42. — The progress of the decrease of a Loan is shown in r years after x 

B^ - B:r+r = fl . (S^ + r " Sor) - L . (Z^ + r " Z J (6). 

which can be calculated at once from the Tables. 
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43. — ^To find a, the annuity that will pay off the loan in n years. 
From (5) B, = d 

••• « = I^|^ (7). 

44.— To find n 

In (4) making B. = o 

(1 +!)-«= 1 -,-. 



L 

a 



n = — 



log(l +0 



(8). 



Section IV. 

Practical Considerations relating to Industrial Associations, 

Art. 45.— In a permanent Building Society the Investors subscribe with 
the view of receiving, at the end of a given time, certain shares, which are 
equivalent to their payments, with compound yearly interest, after the rate of 
i per pound. The subscriptions are, however, lent to borrowers at i, per 
pound rate of interest, I'l being greater than i. The payments of the Bor- 
rowers are made at the end of each year, so as to repay principal and interest 
in a given term of years, which is the same for all. To detemune the advan- 
tage derived by the society by the yearly difference (i, — t) in the rates of 
interest, or in other words, what portion of the repayment income may be 
annually written off as surplus profit. 

Let a = the yearly income received in repayment of various loans amount- 
ing to $. 
X = the annual profit. 
n = the term of years for which ^ is lent. 



h 



Now at i per pound rate of interest (a — x) would have been the annual 
repayment. 

...*=(«_«)L:ilL±i)-'' 

i 

, „ i 1 -(1 +«i)-'^ 

?1 1 - (1 + 1)-^ 

I «i 1 -(1 +0""/ ^^^ 
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When the society lends for various periods, or different values of «, then x 
also varies '; and the portion of the repayment income, which may be annually 
written off as profit, diminishes slowly as n increases, passes through a mini- 
mum, and then steadily increases. For the two rates 5 and 7 p.c. the mi- 
nimum is upon a loan for thirteen years, at all other periods the difference is 
greater. In *the set of rules given by us for a permanopt Building Society 
we recommend only a portion of the surplus income to be carried to the Ma* 
nagement and Contingent Fund. 

46. — A member borrows ^ for n years at -L per pound monthly rate of 

interest. This loan he is to repay by periodic instalments including principal 
and interest. To find the difference between the requisite payments accord- 
ing as they are annual or monthly. 

If he pay annually, let a = annual payment. 
monthly y — = monthly payment. 

..-.*= a. i-liL±iL)-" '..(I). 

h 



/ i \-12.» 



hence, b =^ a ^ —, -r— /o\ 

' / i \-l'2n (o.K 



..a-b = a.: : V \ll (4). 

-12 m 

1 



Or,<^=^- V-^ ^^^^• 

12 

.-. = fl. 1 1 - (1 + .\)-»} - &{ 1 - (l + /^)~''"} 

_. l_-(l+0-« 
1 

/ ,• \-12» 

(1 + ■.)- •-(■ +^) 

In the permanent society described in Part I. the repayments are calculated 
by equation (1). If it were practically possible to invest the money of the 
society every month as soon as received, then the value of^ b given by equa- 
tion (2) would cover the repayment of the loan * with interest, and there 
would be a yearly gain, in the receipts, represented by (a — 5). 

47.— To determine the excess of Accumulation obtained at the end of n 

* [Although the repayment-difference passes through a minimum, the percental of ad- 
vantage shown by comparing the difference with the repayment is always increasing.] 
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jean, by the receipt and immediate reinvestment of the monthly subscrip- 
tions at monthly interest after the rate of f ^ per pound ; when th^ Investors 
are only promised the accumulation of their subscriptionSy as if paid yearly 
and invested at compound yearly interest i per pound. 

Let A = the amount at -^ per pound monthly interest, 

B =: the amount at i per pound yearly interest, 
-— = the monthly subscription, 

12 m 

12 1 i^ 

V. 12 

(1 + «r - 1 1 
A-B=«. ^\ — m , — ^ (1). 




1 



48. — If the repayments of the Borrowers be deferred it^ years, the annual 
instalment for n years next following, to liquidate the debt with the arrears of 
interest thereon, will be given by the equation 
A /I . • \« 1 - (1 + «i)~" 



h 



whence the values of n can be obtained with facility by means of one table, 
viz: Table 4. 

49. — Note to page 82. On the adjustment of the amount of contribution 
per share to be paid by Borrowers in a terminating Building Society, as their 
quota towards making up a deficiency in the amount required at the epoch of 
its expected termination, in order to enable the Investors to receive their 
shares in full. 

Let D = the deficiency, 

m = number of Investors^ (or unadvanced) shares, 
y*= total monthly income from subscriptions on the same, 
g = total monthly income from Borrowers' repayments, where the 
payments on each share are not necessarily the same : — 

Then: — 1st. If the society's existence, and consequently the members' 
subscriptions, were continued for the purpose of making up D ; as no new 
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Borrowers would be found, the money received must remain idle or be in- 
vested in the public funds. 

Let X = number of extra months' subscription* 

t == the average monthly interest obtained per pound, 
and suppose the existing assets to produce, through interest, just sufficient 
income to cover the current office expenses during the extra months, 

...D = (/+,).{(i^L2l:-L} 
■•■^= °V f+gf 

Log.(l+t) 

Sadly. If, instead of continuing the society for the additional months, the 
holders of unadvanced shares consent to waive their right to receive them in 
full, and be willing to put up with some loss, in order to receive whatever 
money they can at once ; the Borrowers must contribute their share of the 
present value of D, or of 

D(l-hi)-^= ^p 

J+9 
Hence the unit of contribution from all members, both Investors and Bor- 
rowers, will be 

D 



0). 



H^^^) 



'f+9> 
And the Borrowers must contribute g units, or a sum 



(2). 



(/+^)+D..- 

of which each Borrower contributes respectively in proportion to hia units of 
monthly repayment to the society on his loan. 

The remaining loss on each Investor's share will be 

^ ' [^ ~ Tn^prm) ^^^' 

50. — If a valuation be made prior to a deficiency being discovered, and it 
be sought to ascertain the probable future duration of the association, then 

If A = clear cash assets over and above outstanding debts, accounts, 
loans due to bankers, ^tc. 
e == average monthly expense that may be expected, 
it = number of future months' duration, 
9 = amount of each investing share. 
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m 



 ,= A.{l+,}%{/+^-.} 0+f-^ .(4). 



T f 1 , t . (m . * — A) 1 



(5). 



m .« 



"" Log. (1 + t) 

This equation is very simple in application, and depends on only one as- 
sumption respecting the future, viz. That a rate of monthly interest i per 
pound may be counted upon to the very end of the association. The practical 
judgment of the Actuary will know how to modify it when required. 

51. — If no interest be expected to be realized, the result would be obtained 
either directly, 

or by putting t = in equation (4) 

= A+ {/+^-«|.0 (6). 

To determine the limiting value of the fraction — to which ^^ ^ 

is equal when i = 0, we must expand, or differentiate. Whence 

L i J t = L 1 J t = 

Hence substituting in equation (6) and reducing we have 

x = ^-*-^ (7). 

52. — In framing the Liability and Asset account set forth at page 63, 
Part I., care must be taken to avoid giving an erroneous estimate of the pre- 
sent value of the mortgages. The difficulty consists in the circumstance, that 
their present value is greater, in favour of the society, the less the rate of in- 
terest assumed in discounting the repayments which they produce. The best 
way is to discount at the higher rate of interest i^, which is charged funda- 
mentally from Borrowers. But it will be necessary to add a caution to the 
Managers, that the smaller present value, thus afforded in the making up of 
the society's assets, is merely the result of a proper precaution to avoid pro- 

* [Or thus, expanding by the Binomial Theorem — 

x{x— 1) 
(l + a-) -1 _ 1..^ ^^.-^Af -i2,-+ etc. « a? when.' =0.1 
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ducing a fictitious amount of present profit^ and that Redemptions should not 
be allowed upon such terms. 

53. — As to Paid-up Shares, — In calculating the single payment ^ to be 
required from a member in place of the monthly subscription for n years, the 
present value of the monthly annuity should be discounted at a lower rate of 
interest i^ than that which the investors are credited with towards the realiza- 
tion of their shares, and the payment should be treated as due at the beginning 
of each half year, as a half-yearly annuity. 

If — = the monthly subscription, 

f ,_c, + iy"— '■) 

^"n'^^i — 1 *"■ 

Sometimes the societies, instead of using this formula, content themselves 
with discounting the share (s) itself (when it is proposed to pay it up) at ig 
interest, and not the monthly payments. This is not just when «2 is < t, be- 
cause although the member paying up his share should only receive discount, 
after i^ interest, for the time which would elapse before his subscription be- 
come due, yet he should be credited with the higher rate afterwards. In 
other words. Managers use the formula : 



Single payment = 



s 



instead of the equitable one given by (1), viz. : 

2 (1 -hO«-l I ^ ^ i^ ^ ' ^ 

which is just as easy to use, since a is already known. 

We have said that ig should be always < i, for which see Art. 93, Part I. 
it will also be regulated by the consideration as to how far Paid-up Shares 
are to participate in any surplus expenses or losses, over and above the man- 
agement and contingent fund, that may afterwards be discovered. Occasion- 
ally an arrangement is made, that, while partaking of the profits, they shall 
not be called upon to contribute to any excess of expenses or losses. This is 
a matter of arrangement, according to circumstances. It will, perhaps, in 
general suit the purposes of a society to covenant that a member paying up 
the whole of his shares shall be required, in case of future loss, to contribute 
after a rate proportional to half the number of years for which he has paid up. 

Too frequently the Managers are willing to discount at the higher rate i, 
which is taking the other extreme, and would be depriving the society of 
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proper margin^ or they charge j- :^. The correct principle, however, is 

to adopt the formuk (2), which is a value hetween the two extremes, 



(1 -h g« 



ai\d 



€ 



(1 + «)» 

In reference to this Article, the reader should consider Art. 24, which con- 
tains an interesting point in the operations of discounting shares. 

54. — As to Withdrawals of unadvanced Shares, — The rate of interest al- 
lowed on withdrawals should increase with the numher of jears' suhscriptions 
paid. 

Let a = one year's subscription, 

n = number of years in which the shares are realizable, 
t = the rate of interest, at which the subscriptions are credited, on 
the average, so as to amount to a share s inn years. 
Let no interest be allowed on withdrawal until the end of the second year, 

when it shall be at the rate of per pound per annum, and let the in- 
terest allowed per annum ascend by equal differences, until it becomes t per 
pound, at the end of the last year for which the subscriptions are payable. 
Then the amount, that might be paid to any member withdrawing at the close 
of the r*** year, would be represented generally by 

V = « . V n— 1 / 



W. 



i^y 



and by giving to r the values 1, 2,. ... n, a table of withdrawals would be 
formed from the corresponding values of W^ JF2...Wn. It will be noticed 

that Wn must be = *, and that Wi is a fraction of the form — -, but that ex- 
pression reduces itself to ^j = a, on expanding, or differentiating by the rule 
usual in such cases. Fide Art. 51. 

55. — As to the apportionment of any surplus profit, expenses, or losses, 
which may be ascertained to exist after a periodic valuation of the society's 
affairs, at the end of any number of years n. In the cases of expenses or 
losses, it would be supposed that they exceed the management and contingent 
fund and so leave a margin to be made up by the holders of unadvanced 
shares. 

Let ^ = the surplus profit or loss to be divided. 

mi = number of existing unadvanced shares which were issued in the 
first year, or counted as of n years' standing. 
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tn^ = number of existing unadvanced shares which were issued in the 

second year, or counted as of (n — 1) years' standing. 
nin = number of existing unadvanced shares which were issued in the 
n'* year, or counted as of 1 year's standing. 
In which are included the paid-up shares (see preceding article). 

Then the aggregate units, among which the apportionment is to be made, 
are 

= n , jMj -h (n — 1) . Wj + (n — 2) . Wj + . . . . + 2 . »»» _ i -h j«n • 

The standard unit Uj = — ^ — ^ 

« , lllj + (W — 1) . Wj + . . . . -h 2 . Win — 1 -f" win • 

So that a share taken out in the r** year, or of (» — r -h 1) year's standing, 
has a right to receive in the way of profit, or is bound to contribute if it be 
loss that is apportioned, a sum 

= (»-r-hl).Ui (1). 

Ex. : Let * = £27 : 10*. surplus profit. 
n= 3 
»i,= 125 
m^ = 50 
mj= 75 
Then U, =£05 or Ish 
or the shares issued in the first year are entitled to 3«. per share, those in the 
second year to 2«., and those in the third to \s. 

If the apportionment be so made, as to have relation to the interest which 
the member is supposed to have acquired in the society, or to the then value 
of his shares, on the principle adopted in many Life oMuranee ojfices, the 
standard unit would become 

^ iwi . A„ + jwg . An - 1 + -h OT»_ 1 . Ag + m^ 

Where Ar = ^- : "~ generally. 

The past payments being treated as made at the end of each year, and im- 
proved at i per pound interest (see Arts. 48 and 59, part 1). Hence a share 
taken out in the f^ year would bear An + 1 - r . U^ as its apportionment. Such 
a mode of calculating, at all events, the division of surplus profits, would, 
perhaps, be very desirable, as it would correspond to the principle of accumu- 
lation by which the unadvanced shares themselves are realised ; but it would 
involve such an amount of trouble and consequently expense in the calcula- 
tion, that it would be injudicious for any industrial association to incur it. 

Note to Art. 64, Part 1. On the Contributions to be required from Bor^ 
rowers towards the Management and Contingent Fund. 

56. — The rate can be determined by the following considerations:— 
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In the article referred to it has been sufficiently explained, that a fund 
must be formed to provide for unforeseen contingencies, which occur in Build- 
ing and other similar institutions, and entail pecuniary loss, either through 
some investments turning out to have been made upon bad security, or by the 
legal and other expenses incurred in seeking the recovery of the unliquidated 
amount due by a borrower. The probability of loss does not arise from any 
inherent defect in the security itself usually accepted by these associations, 
but rather in the want of sufficient skill on the part of the officers (who are 
employed to estimate its value or its goodness in a legal point of view), or of 
proper attention in watching, afterwards, that the mortgagor does not in any 
way infringe the covenants which are involved in the tenure of the property. 
As, however, in the settling of the rules or deed of constitution, care must be 
taken that the investors (or those members who supply the money for ad- 
vances) may not be unprotected in case of such error in judgment or inatten- 
tion ; and as, from the restricted means of the peculiar class from which the 
borrowers usually proceed, comparatively little, if any, protecting margin can 
be preserved between the saleable value of the property and the sum lent by 
the society, it is clear that an equitably adjusted contribution must be re- 
quired, by way of commission or otherwise, from each borrower, that a Ma- 
nagement and Contingent Fund may be formed with it, to which would be 
added the difference in the rates of interest referred to in Art. 58, Part 1 ; so 
th^t, on the average of investments, no positive deficiency of money may 
arise in the assets of the association. 

If all the loans were of equal magnitude, the rate per cent, could be ad- 
justed by the results of the past experience of other similar institutions ; but 
the case in practice is one of advances of every variety in amount within given 
limits; and the contingency of pecuniary loss is not dependent upon the 
Amount of the advance, but is rather a function of human skill, experience 
and attention ; hence, when a borrower seeks for an advance exceeding the 
magnitude of the majority of the loans for which a rate of contribution has 
already been settled, he entails, with an equal chance of loss, greater money 
risk; and he must pay to the contingent fund somewhat more than after the 
rate per cent, for smaller loans. For example i suppose that the majority of 
the advances are to the extent of £100, and the proper percentage on each 
were £l, then for special loans of £200 or £300 a higher contribution than 
£2 or £3 would be requisite ; since, in the event of that individual security, 
upon which the larger sum is advanced, becoming a source of loss, there 
would not be sufficient money supplied by the other loans to make it up. For 
further illustration : let £10,000 be advanced, not in 100 loans of £100, but 
in 98 of that amount and one of ^200 ; if the rate from all of the contingent 
contributions were one per cent., the £100 thus received would be sufficient 
only in case of loss arising from one of the 98 loans, consequently the rate for 
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the £200 should be so adjusted that the society may be paid, for speculating 
to its extent, in a rate proportioned to the money risk. 

Instead of deducing a scale from the law of probabilities, based upon a fun- 
damental assumption for the average of loans, we propose to meet the neces- 
sity of a fund, and to diminish the pressure upon the borrowers, by availing 
ourselves of the consideration that, as the society is essentially established to 
benefit both classes of its members by the operations of compound interest, 
and as its duration is of unlimited extent, the indemnity rate upon a loan, say, 
= f. A, may with propriety be proportioned to the restorative power of com- 
pound interest ; or, upon each successive unit A of the capital advanced, the 
contribution may bear a relation to the velocities of arithmetical augmenta- 
tion, by which a single capital A passes through the successive stages of accu- 
mulation from one-fold to two-fold, two-fold to three-fold, and so on, of its 
original magnitude ; since it is thus that can be measured very accurately the 
advantage derived by a borrowing member, in being enabled to commute his 
otherwise unproductive rent payments to a landlord into the purchase-money 
of valuable property, which is all the more profitable to him, that the original 
payments converted are larger. Hence, referring to Art. 16, the commis- 
sion upon advances should be proportioned to the quantities represented by 

—^ — — - for successive values of/, in this manner, viz. : 

Log.(l + ^) 

Let the commission on a sum of £L, supposed to be the general amount of 
loans, be =?: e, then, upon a loan of 2 L, it should be = c upon the first unit 

L, and c . — ^^ upon the second L, or together, 

Log- 4 

r Log. 2 



= «.-! 1 + 



I 



Log.-! 



Again, upon a loan of 3 L, it would be c . J i -|- ^^^- " L upon 2 L and 
c . -{ — ^^—- y upon the 3rd L ; or upon the whole 3 L the commission 

I Log- -;;- i 

should be = c . -{ I -h ^^' -i- ^^' )>. And generally, upon a loan of 

I Log. — - Loar. -^ 
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f. L, the commission should he 

= <? ./ 1 1 + -^ (/— 1) j nearly see note (a) (1). 

when /is an integer. 

f (a) The remarkable logarithmic series, from which this resolt is dedaoed» can only be 
fommed with difficultj when the number of terms is considerable; as it requires transfor- 
mations similar to those by which the summation of logarithms of numbers in arithmetic 
progression is effected, such as in the case of the Eulerian integral osoally designated by 
the letter r. The process depends upon the well-known formula for integrating the func- 



tion «^: viz. 



«- B, d%^ B3 <Pii, 



"x y"x»' 2 1.2 dx 1.2.3.4 rf*» 



+ ^ *^ •l.2.3....(2«)- rfx2«-l ■*-*^- 
where Bj, B^ . . . . B«« - 1 are Bernoulli's numbers equal *® "Ti 35* To' • • ' " 

(_i)-^Vi2SL(^_i).o*". 

Puttinir N,= -1_ + ^ + — ^ +•••• + ^ 

w.«nd«ioceN,=^+/-%r-C-j|^+-^ + etc.......(2) 

in which the numerical calculation gives C == '00063. 
Hence, referring to the text, 

N,. Log. 2 =/(^ + 1) . 693147 nearly. 
=/ {/X .34657 + .693147 \ 
=/jl + .03972-f (/-I) X .34657 I 
=/{ 1 + ^ (/- 1) } very nearly. 

This arithmetic progression holds up to/= 21 within several thousandth parts of unity; 
and for all practical purposes the terms of N^ after the first two may be neglected. The 
tame approximate result migh( ha»e been obtained from equation (1), note to Art. 16. 

It will be noticed that (2) gives for N^ or the summation of the reciprocals of logarithms 

of the form log. ( ^ + -7) ft series, one part increasing with/, the other decreasing, analo- 
gous in form to the Sum of log./= Log. (1.2.3... ./. ) 

= Log. vT7+ (/+!) Log./-/+ji^- f%-), + ^'] 
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' Bemark.— In this Equation / is treated as an integer, but the application 
can be modified without difficulty to calculate the deduction on advances not 
multiples of L. 

57. — If it be desired to create an annual income to the fund, and the pro- 
bable amount of loan business each year be ascertained, an equation, can at 
once be deduced for determining the^ proper value of c to start vrith. 

 58. — In general, although c is deducted at once from the advance L, it is 
made to depend upon the duration of the mortgage, or it is taken = n . ^ . L, 
when the loan is for n years (k being a fraction). 

Example : Let A; . L = 4*^ per annum upon a loan L = ^200, granted 
for ten years> or the commission be ^I per cent, upon advances of ^200, 
then the deduction upon a loan of ^600 for ten years would, by equation (1), 

{•70 1 
1 + -g^. 2 ^ = ^10-2 or ^10 : 4«., which is £\ : 14*. per 

cent, on the ^600 loan. 



The Deposit System. 

Respecting Single Deposits. 

59. — To extend the operations and benefits of Industrial Associations, 
Sums of money might be received as deposits for a nominal period of years 
at interest, with power of withdrawal on demand, or with very short notice, of' 
a portion thereof. Such a system would afford to the depositors the usual 
convenience of the savings banks in respect to the withdrawal of their money, 
while they would obtain the advantages of a much more remunerative interest, 
provided the agreement were, that the interest already due upon any portion 
withdrawn (if that should happen) should remain over with the rest of the 
deposit as an investment to be received at the expiration of the originally 
agreed term of years. On such an hjrpothesis, the withdrawable part of the 
principal should be considered as producing a less periodic rate of interest than 
both the other part of the deposit and the general instalments of interest them- 
selves do when reinvested ; or it should be treated as laid out in readily con- 
vertible securities, such as the public funds, exchequer bills, etc., which pro- 
duce but a moderate rate of interest. The remainder of the deposit, and the 
instalments of interest from time to time accruing on the withdrawable portion 
(not being liable to unexpected demand) can be laid out in much less available 
security, such as mortgages on land or houses at a higher rate of interest, or 
in fact they might be engaged in the society's operations. For e]|:ample, if \ 
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j6 10,000 were the amount of numerous deposits on such terms for an agreed 
period, and ^2000 were withdrawable on demand, that sum should be invested 
in ready security, say at 2^ or 3 per cent., and the remaining ^8000 in more 
lucrative investments at 5 per cent., or even more, with the periodic annuity 
instalments of ^50 or ^60 a year on the J62000, as from time to time they 
some in. 

60. — We have said that the right of withdrawal might be on demand, as 
the floating income of the society would much exceed, under ordinary circum- 
stances, the average amount of applications, A power, nevertheless, could 
and should be reserved to the committee of management or directors, to sus- 
pend withdrawal payments, if an unexpected pressure caused too great incon- 
venience or menaced the stability of the society. As the institution would be 
based upon principles of co-operative mutuality, such a power would be strictly 
equitable. 

61. — Let Z„ = the amount payable in return for a deposit P, if invested 
and not withdrawn for n years. 

P 

— = the portion which may, if required, be withdrawn on demand. 

P . . 
% = the rate of interest at which — is invested. 

m 

t = a higher rate, at which . P, and the periodic instalments — '— 

P 

of interest at i per pound on — , can be invested during the n years. 

Then it is plain that Z/, is the amount of P at i per pound for n years, less 

.* P . 

the amount of a small annuity — . (i — t'), accumulated at i interest, arising 

P 

from the lower rate at which — is invested, or 

m 

z.=..[^.^.r-(i^)M±jr^] a, 

This equation contains results afforded by known tables such as those at 
the end of this work, so that a single deposit table can be readily calculated. 

An identical result, but in another form, might be obtained by a different 
mode of reasoning, in which 

^» = ^-{['»-^+7]-(^+*>" + ^~7} (2). 

62. — Let the whole be withdrawable on demand, then m = 1 in equation 
(1) or (2), 
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... Z'«==P.|(l+,-)»-.(t-.0.(i-±^!^} (3). 

or 

z',==p.|i + i\(ii:J^-— Ij (4). 

63. Let the m*^ part of P not be withdrawable for /i years, which is the 
more general case, n > ft, then 

In practice, ft might be taken with advantage equal to 3. 

Example : — Let ^10,000 be deposited for 10 years with the understanding 
that, after 3 years, ^2000 may be withdrawn on demand. — Let 3 per cent, 
be the annual rate of interest allowed upon the ^2000, and 5 per cent, be 
that upon the ^8000, and upon the annuity ^60 a year. — Then by eq" (5), 



10 

Zioi3= 10,000.^ (1-05) 



|_ -02 (105/- 1 ) 
5 • 05 ) 



Z, = Z^ . (1 4- i)^-^ - ^' (*-0 . ^^^^^ ^.. •. (6). 



= 10.000 { 1-6288 - • 004 X 8*142} 

= ^15,962. (See Tables 4 and 10). 

64.— To determine a relation between Z^ and Z^, any two terms in Art. 61, 

i> < ?. 

Then, referring to the mode of investment, 

^ a ,n (1 + JY -f - 1 

If g =^ -j- 1, the relation between the successive terms is given by 

Z^+i = Zp. (I +.)-|. (.•-,•')... (7). 

a form suitable for the calculation of the table. 

65. — Referring to Art. 63, to determine a relation between two terms. 
Tip , ^ and Z^ | ^, where ^ and q are both greater than ft. 

Since the ft years have elapsed, the relation will be identical in form with 
that (6) of the preceding article, or 

Z,,u = Z.,M. (1 4- i-)i-P-^. a - *") . ^^ '^ ''^'~'' ~ ^ . (8). 



m 



Let q =p -^ 1 . 



.-. Zp+i,^=Zp,^.(l +i)-J .(»-0 (9). 



m 



66, — The case where ^ is < fi and q> fi need not be considered, as the 
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formula woald be of no advaatage ia constructing a table. — Until f) > ft tbe 
equation will be simply Z^ = P (1 +»)''; after which equation (9) will serve. 

67.*— To determine in Art. 63 the remainder of the depositor's claim to be 

p 

received at the end of the n years, if he withdraw — when n^ years (n^ < n) 

have just expired. 

As by the agreement n, must be greater than fi, the effect produced by the 

P 

withdrawal of — in reduction of the original amount Z* i fi will be equal to 

fft 

P 

that amount, which by equation (4) — would produce if deposited, for with- 
drawal on demand, for (n — n^) years. 

.-. The remainder 1 _7 I ^ .,^. 

of the claim / - ^» i '^ " ^ • ^^C-^x) 0^)' 

A simple formula to ascertain the outstanding liabilities of the society upon 

P 

those deposit shares of which a portion - has been withdrawn. 

* m 

If the Table represented by Z'n should not be ready at hand. 
The remainder of 1 p 

the claim may \=z\Zn,^fi- - 1 • (1 + 0'*""'^ (^ O- 

be calculated as J "- ' "*-^ 

68. Again, Art. 63, suppose that the Wi**" part only be withdrawn after », 
years, where nii is > m; then the Remainder of claim as regards eq"(10) will 
still be of the same form, viz. 

But, in respect to eq" (ll),Mt would be represented by the expression 

u mj J ^' m ,mi ^ ^ % ^ ^ 

Where Zn^ , /u is a value given by the table used by the society to calculate 
Zn\ii, and the expression is deduced by considering, according to eq" (1), 

P 

that Z„^ 1 A*""^* is a sum of money invested for (w — Wj) years, with the under- 

/P P\ 
standing that a portion of it, equal to (- — - j, shall be withdrawable on 

demand. 

If the withdrawal, in the preceding articles, take place in the course of any 
year, and not exactly at the end thereof, the preceding results would require 
to be modified with an allowance of simple interest for the fractional part of 
a year. 
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Annuity Deposits. 

€9. — Instead of a single deposit, as in Art. 63, let the contract be for a 
series of periodic deposits, each equal to P, during the « years, with the un- 
derstanding that, after ft years have passed, the w^^ part of the aggregate de- 
posits invested may be withdrawn on demand, the remainder of the claim 
standing over to the end of the term. Then, representing by S»|/4 the 
amount to which, if not withdrawn, they would accumulate, we have, since by 
the hypothesis of the question, the m^ part of all the deposits made, once fi 
years have elapsed, are liable to withdrawal on demand. 

S» I /A =. {Z„ I yi + Z^iHi j j^zi -f- ZiiHa | /ii:2 4- . . + Z^zjj+n i} 
-^{Znr-lU + Z^_;t_l + . . . . +Z2 -h ZJ (13). 

2i» I fi thus will be readily found, if the general tables for Zn | /u and Z^ 
happen to have been calculated for the society. 

70. — If not, the expression can be reduced by eq° (1) and (5), Arts. 61 
and Q3, to 



5«— It — P .' 



-m 



[(!+»)"+ (I +»•)" \ + (1 +0]- 



1(1+0 +(i+o +..+(i+or-" 



/x.(i+i) +1(1 + +(i + +.. + (1+0; 



H 

n—/x 



n-fA 

+ (1 + 0. ^"^V " -""}]•■• ••• (^^)' 

which results contain only quantities that can be easily obtained from the 
ordinary Amount and Annuity Tables 4 and 10. 

71. — From the preceding equations, we have, when p > fi, a, relation be- 
tween 2p+i I fi and 2j9 1 /"" 

S^^Hiu = (2;,!^+ P) . (I + - (;> + 1) -^(^'-O-. . .-.(15). 

p 

72.— If a withdrawal take place at the end of Wi years, and w, . — be 
withdrawn, the Remainder of the Claim (if no further payments be made), 
= {5«,,^-»,. 5 J. (1 +,■)»-». (16). 

73. — The preceding principle of adopting two rates of interest as the basis 
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of a Savingi Fund presents many advantages : on the one hand, greater in- 
ducements would he offered to the industrious to strive to effect savings, 
through the higher interest they may thus obtain ; at the same time that the 
absence of power to withdraw, in a hurry, more than a small portion of their 
deposits would act as a check upon subsequent extravagance ; whilst, on the 
other hand, the Government or private company which undertook the invest- 
ment of the money received would be less exposed to inconvenience or loss 
through withdrawals. 



On the Purchase of Annuities, 

74. — Let it he desired to calculate the price ^ of £\ a year for n years 
certain, so that the cnruity may pay the purchaser a high rate of interest 
i for his money, and yet be svfficient, over and above, to replace the capital ^ 
expended at the expiration of the term, by investing a portion of the annuity 
to accumulate at a moderate rate of interest H per pound. This problem is 
important, as it not unfrequently happens that a purchaser desires to realize a 
higher rate of interest for the use of his capital than he could obtain if he tried 
to reinvest a portion of the annuity ; for instance, he may wish the annuity to 
pay him 6 or 7 per cent., whilst he might not himself be able to reinvest at 
more than 3 or 4 per cent. 

Let £1 a year for n years amount to Sj' when accumulated at i' interest. 

Then =^ is an annuity, which would amount to ^1 in the same time at 
* the same rate of interest. 

.*. -T- do ^ do. 

Si' 

.•. The annuity of ^1, which is purchased at a cost of % should be suffi- 

cient to give the purchaser <^ . * a year, and leave ^^ to be invested, 
or 

' - 1 

••• *=(^ + ^,) ' 0). 

and ^ can readily be calculated by the aid of a table which contains the 
general amounts of annuities 5 (see Table 10). The same could have been 
deduced from the remarkable property in e(f 4, Art. 28. 

75. — Tlie result in (1), whilst it practically pays the purchaser only % in- 
terest for his capital, through his want of power of reinvesting at a higher rate 
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than »', (i' < i), yet in reality is a charge upon the grantor of the annuity 

of a higher rate than i. For if the rate allowed by him to liquidate a loan 

of £^ were only i per pound, ^ would equal 

-1 



C^) 



or the purchase-money that he would receive for granting ^1 a year would 
be more than is shown by equation (1), since Si > ^H* 

7^, — The actual rate t, that it costs the grantor, who sells ^1 a year at the 
price afforded by (1), would be obtained from 



^ = 



_ 1 -(!+,•,)-« 



h 



On Deposit Life Assurance. 

77. The system of Deposit Life Assurance presents another feature of 
provident investment for the savings of the industrious classes. The advan- 
tage offered consists of the Savings Banks' facilities of withdrawal of the 
whole or part of the deposit premium, whilst the benefits of an ordinary life . 
office are secured. 

Let a^ = the present value of an annuity of ^1 on a life aged «, the first 
payment being made at once. 
iTy = the mathematical annual premium to assure the sum of ^1, pay- 
able at the end of the year in which the life x dies. 
p^ = the office annual premium for the same, "which is equal to a/(ir;r). 
Then from simple reasoning it can be proved that 

^* = - — ^ (!)• 

t 
where d = f- r~-» *^® present value of the interest of ^1 due at the end of one 

year. 

It will be observed that this formula is analogous to that for the sinking 
fund, payable at the beginning of each year, to realize ^1 at the end of (a? + 1) 
yeats, (Art. 27) which 

' ^d. 



1+^. 



78. — Let S', = the single premium charged by an office to assure £i, pay- 
able at the end of the year in which a life aged x dies. 

And let it be stipulated that — may be withdrawn on demand ; then for 



m 



1 
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reasons explained in Art. 59 a lower rate of interest (i^ must be allowed M 
the assured on than that allowed (i) on the non- withdrawable portion 

S',( I; therefore the annual interest arising from the inyestment of 

S'jr 18 S'^ , payable at the end of each year, which is equivalent to- 

— ^ j (m— 1 ) J-f rf' I at the beginning of each year. 

Hence, since an annual premium of j>, will assure £\ on a life aged x, the 

annual interest -- 1 (w— \)d-\-d' \ will assure the sum — - j (m— 1) <?+ d' \ 
on the same life. 

•"• S',-1--— ^{(m-l)rf+rf'}=^l. 

or. S', = _^, P' (1). 

Cor. — If in this equation we take p, =z v^ f = i, nrnd w = 1, 

8'=.7?rf : (2). 

the ordinary formula expressing the relation between the single premium S, 
and the net annual premium v^ to assure ^1 on a life aged x. 

Remark. — By means of equation (1) a table of Deposit Assurances can be 
computed from a table of annual premiums, and the Deposit Policies will be 
with or without profits, according as p^, is on the participating or non-partici- 
pating scale. 

79. — Suppose an ordinary Annual Premium Policy of Assurance to be 
taken out by a life aged x years, and that at the expiration of n years the 
assured wish to suspend all future payments and to obtain for his acquired 
interest in the Company a Deposit Policy, then the amount thereof 

=(office value of old Policy) x fl +- 1^ (m-1) d-hd* ] — ]• • • • (3). 
(the m^ part of the ofiice value of the old Policy being withdrawable.) 

S', 
80.— If after n years — be withdrawn on a Deposit Pohcy, the diminution 

in the Policy 

-^'^^nJ W. 

and an endorsement should be made on the original Deposit Policy to the 
effect that it is diminished to the extent given by equation (4). 



m \ 



TABLES. 



TABLE I. 
Shewing the Decimal corresponding to every Penny in the Pound. 



8, d. 


Deci- 
mal. 


5. 


</. 


Deci- 
maL 


8, 


d. 


Ded- 
mal. 


5. 


d. 


Ded- 

maL 


8, d. 


Ded- 

maL 


1 


.004 


4 


1 


.204 


8 


1 


.404 


.12 


1 


.604 


16 1 


.804 


2 


.008 


4 


2 


.208 


8 


2 


.408 


12 


2 


.608 


IQ 2 


.808 


3 


.012 


4 


3 


.212 


8 


3 


.412 


12 


3 


.612 


16 3 


.812 


4 


.017 


4 


4 


.217 


8 


4 


.417 


12 


4 


.617 


16 4 


.817 


5 


.021 


4 


5 


.221 


8 


5 


.421 


12 


6 


.621 


16 6 


.821 


6 


.025 


4 


6 


*.225 


8 


6 


.425 


12 


6 


.625 


16 6 


.825 


7 


.029 


4 


7 


.229 


8 


7 


.429 


12 


7 


.629 


16 7 


.829 


8 


.033 


4 


8 


.233 


8 


8 


.433 


12 


8 


.633 


16 8 


.833 


9 


.037 


4 


9 


.237 


8 


9 


.437 


12 


9 


.637 


16 9 


.837 


10 


.042 


4 


10 


.242 


8 


10 


.442 


12 


10 


.642 


16 10 


.842 


11 


.046 


4 


11 


.246 


8 


11 


.446 


12 


11 


.646 


16 11 


.846 


1 


.050 


5 





.250 


9 





.450 


13 





.650 


17 


.850 


1 1 


.054 


5 


1 


.254 


9 


1 


.454 


13 


1 


*.664 


17 1 


*.864 


1 2 


.058 


5 


2 


.258 


9 


2 


.458 


13 


2 


.658 


17 2 


.858 


1 3 


.062 


5 


3 


.262 


9 


8 


.462 


13 


3 


.662 


17 3 


.862 


1 4 


.067 


5 


4 


.267 


9 


4 


.467 


13 


4 


.667 


17 4 


,867 


1 6 


.071 


5 


5 


».271 


9 


5 


.471 


13 


6 


.671 


17 6 


.871 


1 6 


*.075 


5 


6 


.275 


9 


6 


.475 


13 


6 


.675 


17 .6 


.876 


1 7 


.079 


5 


7 


.279 


9 


7 


.479 


13 


7 


.679 


17 7 


.879 


1 8 


.083 


5 


8 


.283 


9 


8 


.483 


13 


8 


.683 


17 8 


.883 


1 9 


.087 


5 


9 


.287 


9 


9 


.487 


13 


9 


.687 


17 9 


.887 


1 10 


.092 


5 


10 


.292 


9 


10 


.492 


13 


10 


.692 


17 10 


.892 


1 11 


.096 


5 


11 


.296 


9 


11 


.496 


13 


11 


.696 


17 11 


.896 


2 


.100 


6 





.800 


10 





.600 


14 





.700 


18 


.900 


2 1 


.104 


6 


1 


.304 


10 


1 


.504 


14 


1 


.704 


18 1 


.904 


2 2 


.108 


6 


2 


.308 


10 


2 


.508 


14 


2 


.708 


18 2 


.908 


2 3 


.112 


6 


3 


.312 


10 


3 


.512 


14 


3 


.712 


18 3 


.912 


2 4 


.117 


6 


4 


.317 


10 


4 


.517 


14 


4 


.717 


18 4 


.917 


2 6 


.121 


6 


5 


.821 


10 


5 


.621 


14 


6 


.721 


18 6 


.921 


2 6 


.125 


6 


6 


.325 


10 


6 


*.525 


14 


6 


.725 


18 6 


.925 


2 7 


.129 


6 


7 


.329 


10 


7 


.529 


14 


7 


.729 


18 7 


.929 


2 8 


.133 


6 


8 


.333 


10 


8 


.633 


14 


8 


.733 


18 8 


.933 


2 9 


.137 


6 


9 


.337 


10 


9 


.537 


14 


9 


.737 


18 9 


.937 


2 10 


.142 


6 10 


.342 


10 10 


.542 


14 


10 


.742 


18 10 


.942 


2 11 


.146 


6 


11 


.346 


10 


11 


.646 


14 


11 


.746 


18 11 


.946 


3 


.150 


7 





.350 


11 





.660 


16 





.760 


19 


.960 


3 1 


.164 


7 


1 


.354 


11 


1 


.664 


16 


1 


♦.754 


19 1 


*.954 


3 2 


.158 


7 


2 


.358 


11 


2 


.658 


16 


2 


.758 


19 2 


.958 


3 3 


.162 


7 


3 


.362 


11 


3 


.662 


16 


8 


.762 


19 3 


.962 


3 4 


.167 


7 


4 


.367 


11 


4 


.667 


16 


4 


.767 


19 4 


.967 


3 5 


.171 


7 


5 


.371 


11 


5 


.671 


16 


6 


.771 


19 5 


.971 


3 6 


.175 


7 


6 


*.375 


11 


6 


.675 


16 


6 


.776 


19 6 


.975 


3 7 


.179 


7 


7 


.379 


11 


7 


.679 


15 


7 


.779 


19 7 


.979 


3 8 


.183 


7 


8 


.383 


11 


8 


.683 


15 


8 


.783 


19 8 


.983 


3 9 


.187 


7 


9 


.387 


11 


9 


.687 


16 


9 


.787 


19 9 


.987 


8 10 


.192 


7 


10 


.892 


11 


10 


.692 


15 


10 


.792 


19 10 


.992 


3 11 


.196 


7 11 


.396 


11 


11 


.596 


15 


11 


.796 


19 11 


.996 


4 


.200 


8 





.400 


12 





.600 


16 





.800 


20 


1.000 



* Example.— Thid value of»the Decimal .075, is 1». 6rf.— .226, is 4». 6<i— .376, is Is, &d. — 
Ji26, is 10». ed. — 664, is 13«. Id, — 764, is 155. Irf.— .864, is 17». Irf.— .954, is 19«. Id. 
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TABLE n. 
(A.) Shewing the sum per Pound to which a Rate of Interest per cent is equivalexL 

2 per cent interest is eqnal to nearly 6 in the pound. 

2^ „ „ exactly 6 

8 „ „ nearly 7^ 

8i „ „ »> 8i 

4 » « » 9} 
H » ry » 11 

5 „ „ exactly 1 
6J „ „ nearly 1 1^ 

6 „ „ „ 1 2J 

7 n V » 1 6 

8 M „ . „ 1 7^ 

9 » » n 1 9} 

10 „ „ exactly 2 

(B.) To calculate the Interest for One Year on amy sum. 

If the rate be ) mnltiply the smn ) and the product is the 
2 per cent.) by .02 or y ^^ ) interest required 

If 2J 



n 
n 
n 
n 
n 
n 
n 
n 
n 

V 



If 8 

If 8 J 

If 4 

If ii 

If 6 

n 6 

If 7 

If 8 

If 9 
If 10 



n 
n 
» 
if 

V 

n 
n 
it 
n 
ft 
» 



by 


.026 or 


I 
id 


» 


9) 


by 


.03 or 


xi^ 


1 

9i 


99 


by 


.085 or 


t!o 


99 


99 


by 


.04 or 


1 


» 


9) 


by 


.045 or 


iSd 


)> 


99 


by 


.05 or 


1 


• » 


99 


by 


.06 or 


tV 


99 


99 


by 


.07 or 


T?ff 


9> 


99 


by 


.08 or 


A 


99 


99 


by 


.09 or 


T^ 


99 


99 


by 


.1 or 


^ 


99 


99 



Bkkabk.— To perform the aboye, it wOl be remembered that to mnltiply a qoantity by a firactton it must 
be first multiplied by the numerator, and then the result divided by the denominator ox the fraction. Hie 
division by 100 can be effected by dividing twice by 10. Similarly the other dlviaoni can be separated, and 
the quotient obtained by successive divisions. 

Note to Table IV., page 4. 

Table rv. can, by means of the following Formulas, be made to ^ive the results generalfy 

required from Tables of Discount or Annuities. 

1. Table IX. The present wOue of £100 due at > is equal (£100 divided by the Amount^ in Table it., of 
the end of any number of years > to \£1 at the end of the same time. 

( The quotient of: (the Amount in Table rr., of 

S. Table X. The ilmoun^ of an ^nnudy of £100) Is equal J a single £100 in the same time, less £100,) 

in any number of years > to wdivided by the rate of interest per pound) 

(. involved in the calculation. 

(The quotient of £100 diminished hytbepresmt 

8. Table XL The present ffcUtte of an Annuity of) is equal 1 va/tM of a single j£100, (due at the end of the 

£100 for any number of years > to ] same time) divided by the rate of interest per 

(pound.* 

4, Tables X and XI may be calculated from each other, if either be known, by the property, that 

_1 less ^ • ) is equal fa year*a 

r. t to 



Present Value of an Annuity. Amount of an Annuity. ) to (interest. 

* [The prasmt value required for the division being found from Table lY., by the fomrala of (1).] 
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TABLE m. 

Shewing the bate of Interest obtainable from £3 per cent Stock for £100 cash invested 

according to the price of the day. 



Price 

of 
Stock. 

(1.) 


Interest which- 


Amount of Stock £100 
wUl purchase, or amont 


*Most recent 
years in which 

the average 
price of Consols 

was that of 
(I.) 


£100 cash obtains. 
(2.) 


of Stock required to be 

•old to produce £100. 

(3.) 




£ 


8. 


dL 


£. 8. d. 




60 


5 








166 13 4 


1815 


61 




18 


9 


163 18 9 


1813 


62 




16 


9 


161 6 10 


1816 


63 




15 


3 


158 14 8 




64 




13 


9 


166 5 


1811 


65 




12 


3 


163 16 11 




66 




10 


11 


161 10 4 


1808 


67 




9 


7 


149 5 1 


1814 


68 




8 


3 


147 1 2 


1820 


69 




7 





144 18 7 




70 




5 


9 


142 17 2 




71 




4 


6 


140 16 11 




72 




3 


4 


138 17 8 


1819 


73 




2 


2 


136 19 9 


1817 


74 




1 


1 


135 2 9 


1821 


75 










133 6 8 


1788 


76 


3 


18 


11 


131 11 7 


1793 


77 


3 


17 


11 


129 17 5 




78 


3 


16 


11 


128 4 1 


1777 


79 


3 


15 


11 


126 11 8 


1826 


80 


3 


15 





125 


1831 


81 


3 


14 


1 


123 9 2 




82 


3 


13 


2 


121 19 


1760 


83 


3 


12 


4 


120 9 8 


1827 


84 


3 


11 


5 


119 11 


1832 


85 


3 


10 


7 


117 12 11 


1848 


86 


3 


9 


9 


116 5 7 


1847 


87 


8 


9 





114 18 10 


1773 


88 


3 


8 


2 


113 12 9 


1833 


89 


3 


7 


5 


113 7 2 


1841 


90 


3 


6 


8 


111 2 3 


1855 


91 


3 


5 


11 


109 17 10 


1856 


92 


3 


5 


3 


108 13 11 


1842 


93 


3 


4 


6 


107 10 7 


1849 


94 


3 


3 


10 


106 7 8 


1744 


95 


3 


8 


2 


105 5 3 


1843 


96 


3 


2 


6 


104 3 4 


1853 


97 


3 


1 


10 


103 1 10 


1850 


98 


3 


1 


3 


102 10 


1851 


99 


3 





7 


101 3 


1852 


100 


3 








100 


1751 


101 


2 


19 


4 


99 2 


1743 



* [The average price of Consols for the whole of the 100 years, 1769 to 1858, is about 
78 J. Daring that period the average price for the whole of a year was never at or above 
par. The average for several months of the year 1852 was above 100. It is curious, 
however, that during several years previous to 1769, the average price for the whole of the 
year was at or above par : thus, in 1733, '42, '60, and '51, it was 100 ; in 1739 and *43, 101 ; 
in '36, 102 ; '54, 103 ; '38, '62, and '53, 104 ; and in 1737 it was as high as 106. On the 
other hand, between 1781 and 1815, there were ten years in which the average fell below 
60. Between 1822 and 1831, a medium price of about 80 was kept to.]. 

From t?ie Treatise on Savwos Banks. 
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TABLE IV. 

Shewing the Amount to which £100 Principal will increase at various Hates 
of Compound yearly Interest, (See Note, page 2,) 



At fhe end of 


Q per 
^'cent 


''A per 
* cent 


fl per 
^ cent 


a per 
^ cent 


7 P«^ 
• cent 


Q per 
^ cent 


Yeara 


1 


103.00 


104.00 


105.00 


106.00 


107 00 


108.00 


2 


106.09 


108.16 


110.26 


112.36 


114.49 


116.64 


8 


109.27 


112.48 


115.76 


119.10 


122.50 


125.97 


4 


112.55 


116.98 


121.55 


126.24 


131.07 


136.04 


5 


115.92 


121.66 


127.62 


133.82 


140.25 


146.93 


6 


119.40 


126.53 


134.00 


141.85 


160.07 


158.68 


7 


122.98 


131.59 


140.71 


150.36 


160.67 


171.38 


8 


126.67 


136.85 


147.74 


159.38 


171.81 


185.09 


9 


130.47 


142.33 


155.13 


168.94 


183.84 


199.90 


10 


134.39 


148.02 


162.88 


179.08 


196.71 


215.89 


11 


138.42 


153.94 


171.03 


189.82 


210.48 


233.16 


12 


142.57 


160.10 


179.58 


201.21 


225.21 


251.81 


13 


146.85 


166.50 


188.56 


213.29 


240.98 


271.96 


14 


151.25 


173.16 


197.99 


226.09 


257.86 


293.71 


15 


155.79 


180.09 


207.89 


239.65 


276.90 


317.21 


16 


160.47 


187.29 


218.28 


254.03 


296.21 


342.59 


17 


165.28 


194.79 


229.20 


269.27 


316.88 


370.00 


18 


170.24 


202.58 


240.66 


285.43 


337.99 


399,60 


19 


176.35 


210.68 


252.69 


302.55 


361.65 


431,67 


20 


180.61 


219.11 


265.32 


820.71 


386.96 


466 09 


21 


186.02 


227.87 


278.69 


839.95 


414.05 


603,38 


22 


191.61 


236.99 


292.52 


360.35 


443.04 


543,66 


23 


197.35 


246.47 


307.15 


881.97 


474.05 


587,14 


24 


203.27 


256.33 


322.50 


404.89 


507.23 


634.11 


25 


209.37 


266.58 


338.63 


429.18 


642.74 


684.84 


26 


215.65 


277.24 


355.56 


454.93 


680.73 


739.63 


27 


222.12 


288.33 


373.34 


482.23 


621.38 


798.80 


28 


228.79 


299.87 


392.01 


511.16 


664.88 


862.71 


29 


235.65 


311.86 


411.61 


541.83 


711.42 


931.72 


30 


* 242.72 


824.34 


♦432.19 


574.34 


761.22 


1006.26 


31 


250.00 


337.31 


453.80 


608.81 


814.61 


1086.76 


32 


257.60 


850.80 


476.49 


645.33 


871.62 


1173.70 


33 


265.23 


364.83 


500.31 


684.05 


932.63 


1267.60 


34 


273.19 


379.43 


526.33 


725.10 


997.81 


1369.01 


35 


281.38 


394.60 


651.60 


768.60 


1067.65 


1478.63 


36 


289.82 


410.39 


579.18 


814.72 


1142.39 


1696.81 


37 


298.52 


426.80 


608.14 


863.60 


1222.36 


1724.66 


38 


307.47 


443.88 


638.64 


916.42 


1307.92 


1862.52 


39 


316.70 


461.63 


670.47 


970.36 


1399.48 


2011.52 


40 


826.20 


480.10 


703.99 


1028.67 


1497.44 


2172.45 


41 


335.99 


499.30 


739.19 


1090.28 


1602.26 


2346.24 


42 


346.06 


519.27 


776.15 


1156.70 


1714.42 


2533.94 


43 


356.45 


540.04 


814.96 


1225.04 


1834.43 


2736.66 


44 


367.14 


561.65 


865.71 


1298.54 


1962.84 


2966.59 


45 


378.15 


584.11 


898.60 


1376.46 


2100.24 


8192.04 


46 


389.50 


607.48 


943.42 


1459.04 


2247.26 


8447.40 


47 


401.18 


631.78 


990.59 


1546.69 


2404.67 


3723.20 


48 


413.22 


657.05 


1040.12 


1639.38 


2572.89 


4021.05 


49 


425.62 


683.33 


1092.13 


1737.75 


2762.99 


4342.74 


50 


438.39 


710.66 


1146.74 


1842.01 


2945.70 


4690.16 



* EX4MPLB.— £100 will amonnt at the end of 30 years to £24'i. lit. fid, if interest be made at the rate of 
8 per cent per annum, or to £432. 3s. lOd. at 5 per cent 

Notes :— 1 .— To find the preunt value of a sum of money payable at the end of any number of years, dlride 
that som by the amount in the above Table and multiply by 100. 

2.—T0 find the amount of £100 at the end of any number of years not given in the above Tc^lt, take tht 

product of the figures opposite any two terms in the Table^ vAtcA, added together^ would make up the term re- 

quired, and divide by 1 00. Thus, the amomU of £\W at the end of S3 years^ (50 years and 3 years)^ i*^ at 6 per 

cent , (£1 146.74 x 116.76) or £1327.47. Again, the amount qf£\00at3p«r cent, at the end of 100 year* (60 

+ 60) is (£438.39 x 488.39;, or £1921.86. See also Note, page 2. 
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TABLE V. 

Shewing the Rates of Interest payable only once a-year, which are equivalent 
to nominal annual rates of Interest acttially paid atfregitent intervals in 
each year. 



Nominal 

Annual Rate 

percent 


Beal jearlj interest, to which the nominal rates are 
equivalent when paid : — 


Yearly. 


Half-yearly. 


Qoarterly. 


1 
Monthly. | Momently. 

• 1 


8 per cent. 


£, 8, d. 
3 


£, 8. d, 
3 5^ 


£, 8. d. 
3 8i 


£. 8, d. 
3 10 


£. 8, d. 
3 11 


4 per cent. 


4 


4 9j 


4 12^ 


4 1 6 


4 17} 


5 per cent. 


5 


*5 1 8 


6 1 10} 


5 2 4 


5 2 6^ 


6 per cent. 


6 


6 1 9J 


6 2 8f 


6 3 4 


6 3 8^ 

7 6 Oi 


7 per cent 


7 


7 2 5i 


7 3 8} 


7 4 7 


8 per cent 


8 


8 8 2|^ 


8 4 10^ 


8 6 ! 8 6 7 

1 



* Example, — If a person receives interest half-yearly, after the nomifud annual rate of 
5 per cent., the actnai interest derived by him by one year's investment is £5. Is, ScU 



TABLE VI. 



Shewing the nominal Annual Hates of Interest paid momently, which 
are equivalent to rates paid at the end of each year. 



Tearl; Bate. 


Corresponding momentaneons 
Rate. 


Yearly Rate. 


Corresponding momentaneons 
Rate. 


2 per cent. 

3 „ 
* .. 
6 „ 
6 „ 


£, 8, d. 
£1.9802 or 1 19 7i 
2.9568 2 19 IJ 
3.9220 3 18 Sj 
4.8790 *4 17 7 
5.8268 5 16 6^ 


7 per cent. 

8 „ 

9 » 
10 „ 


£. 8, d, 
£6.7658 or 6 15 4 
7.6791 7 13 lU 
8.6177 8 12 4 
9.5310 9 10 7* 



* Example, — The amount to which a snm of money will accumulate in any number 
of years at yearly interest 5 per cent., is the same as the amount to which it would 
accumulate at momjentaneoue interest^ after the nominal annual rate of £4. 17«. Id, 
per cent. 
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TABLE VIL 

Shewing the Amount to which jCIOO wtU increase at Con^Hnaid Interest, according as it is 
paid yearly, half-yearly , quarterly, or momently. [See Table IVJ] 



% 

i 

« 



Nominal 

rate of 

Interest 


Payable. 


The Amoimt of XlOO in 


ITear. 


5 Team 


S5 Tears 


60Tear& 


3 percent 


yearly 

half-yearly 

quarterly 

momently 


103.000 
103.029 
103 034 
103.045 


115.927 
116.054 
116.119 
116.183 


209.378 
210.524 
S11.I08 
S1I.700 


438.391 
443.204 
445.667 
448.169 


4 percent 


yeariy 

half-yearly 

quarterly 

momently 


104.000 

104.040 

104.060 

. 104.081 


121.665 
121.899 
122.019 
122.140 


266.584 
269.159 
270.481 
271.828 


710.668 
724.465 
731.602 
738.906 


6 percent 


half-yearly 
quarterly 
momently 


105.000 
105.062 
105.096 
105.127 


127.628 
128.008 
128.204 
138.402 


33&634 
343.711 
846.340 
349.034 


1146.740 
1181.372 
1199.617 
1218.249 


6 percent 


yearly 

half-yearly 

quarterly 

momently 


106.000 
106.090 
10&136 
106.184 


133.823 
134.392 
134.685 
134.986 


429.187 
438.391 
443.204 
448.169 


1842.015 
1921.868 
1964.303 
3008.668 


7 per cent. 


yearly 

half-yearly 

quarterly 

momently 


107.000 
107.122 
107.186 
107.251 


140.255 
141.060 
141.478 
141.907 


642.743 

658.493 
666.816 
575.460 


2945.703 
3119.141 
3212.799 
3311.645 


8 per cent. 


yearly 

half-yearly 

quarterly 

momently 


108.000 
108.160 

108.243 
108 329 


146.933 
148.024 
148.595 
149.182 


684.847 
710.668 
724.465 
738.906 


4690.161 
5050.495 
6248.490 
6469.815 
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TABLE VHL 
Time in which Money wiU double itself at Simple cr Compound yearly Interest, 



Rate 
Per cent 



3 

8* 

3 

8* 

4 

4* 

5 
6 
7 

8 

9 

10 



£1 or any 
other sum 
wUl dou- 
ble itself 
in 



At 


At 




1 


Simple Interest 


Compound Interest 


Tears. 


Tears. 


Tears. 


Days. 


saoooo 


36.00278878 


ss 


35 


2 


40.0000 


28.07103453 


SI 


38 


26 


33.3333 


23.44977225 


= 


33 


165 


28.5714 


20.14879168 


— 


20 


56 


25.0000 


17.67298769 


s 


17 


346 


22.2222 


15.74730184 


^ 


15 


273 


20.0000 


14.20669908 


s 


14 


76 


16.6666 


11.89566105 


s 


11 


837 


14.2857 


10.24476835 


— 


10 


90 


12.6000 


9.00646834 


22 


9 


3 


11.1111 


8.04323173 


—2 


8 


16 


10.0000 


7.27254090 


3= 


7 


100 



As to the time in which Money Doubles, see Chapter 2, and the Appendix, for our remarkable 
theorem, that— for all rates per cent under 10 per cent , the number of years in which a sum of money 
wlU Double itself at compound interest, is simply 70 divided by the rate per cent 

ExAurLES.^l.~~DMde 70 by the rate qf interest per cent , and take that whole number which is nearest 
to the qjuoti^nt obtained. Thus, if the rate of interest be— 

2 per cent then the number of years will be '^ or 36 years neaily. 
84 7 

» .. .. V 

8 70 

in 7 

»0 11 M TXT 

f .— The time in which money doubles being thus ascertained, to find the further time in which it will 

become thre^old, divide the doubling period by 1.70; fourfold, by 3.40; fivefold, by 3. 10 ; sixfold, by 3.80 ; 

and so on, the divisor increasing in arithmetical progression by .70 each time. 

Thus, since money doublis at 6 per cent, in 14 years, it would become thretfold in -y^i^ or eight years 
more, making 22 together; fOuff<M, in -^^ or six years more, or 28 years altogether ; and so on. 



ti 



tt 



i« 



20 

14 

9 

7 



i» 



t» 



«• 



•f 



TABLES. 



TABLE IX 

Shewing the present Value of £100 payable at the end of any Ttumber of YearSj at varioua 

Mates of ^nterest. 

This Table will serve to determine the present value of Shares in a Building Society, or the som which must 
be given at once to obtain ApttUt-up Share, which ia to be received at the end of a specified number of 
years. 



Years. 


Q per 

*^cent. 


A per 
^ cent 


^cent 


a per 
^cent 


*7 per 
• cent. 


Q per 
^cent 


1 


97.08 


96.15 


95.23 


94.33 


93.46 


92.59 


2 


94.26 


92.45 


90.70 


88.99 


87.34 


85.73 


8 


91.61 


88.89 


86.38 


83.96 


81.62 


79.38 


4 


88.84 


86.48 


82.27 


79.20 


76.28 


73.50 


5 


86.26 


82.19 


78.35 


74.72 


71.29 


68.05 


6 


83.74 


79.03 


74.62 


70.49 


66.68 


63.01 


7 


81.30 


75.99 


71.06 


66.60 


62.27 


68.34 


8 


78.94 


73.06 


67.68 


62.74 


68.20 


64.02 


9 


76.64 


70.25 


64.46 


69.18 


54.39 


50.02 


10 


74.40 


67.55 


♦61.39 


55.83 


50.83 


46.31 


11 


72.24 


64.95 


58.46 


62.67 


47.60 


42.88 


12 


70.13 


62.45 


65.68 


49.69 


44.40 


39.71 


13 


68.09 


60.05 


63.03 


46.88 


41.49 


36.76 


14 


66.11 


67.74 


60.50 


44.23 


38.78 


84.04 


16 


64.18 


66.52 


48.10 


41.72 


36.24 


31.62 


16 


62.31 


53.39 


46.81 


39.36 


33.87 


29.18 


17 


60.50 


51.33 


43.62 


87.18 


31.65 


27.02 


18 


68.73 


49.36 


41.56 


36.03 


29.58 


25.02 


19 


67.02 


47.46 


39.57 


33.05 


27.65 


23.17 


20 


65.36 


45.63 


37.68 


81.18 


26.84 


21.46 


21 


53.76 


43.88 


35.89 


29.41 


24.15 


19.86 


22 


62.18 


42.19 


34.18 


27.75 


22.57 


18.89 


23 


60.66 


40.57 


32.65 


26.18 


21.09 


17.03 


24 


49.19 


39.01 


31.00 


24.69 


19.71 


16.77 


25 


47.76 


37.51 


29.63 


23.30 


18.42 


14 60 


26 


46.36 


36.06 


28.12 


21.98 


17.21 


13.52 


27 


46.01 


34.68 


26.78 


20.73 


16.09 


12.51 


28 


43.70 


33.34 


25.60 


19.56 


15.04 


11.59 


29 


42.43 


32.06 


. 24.29 


18.45 


14.06 


10.73 


30 


41.19 


30.83 


23.13 


17.41 


13.13 


9.93 


31 


39.99 


29.64 


22.03 


16.42 


12.27 


9.20 


32 


38.83 


28.50 


20.98 


16.49 


. 11.47 


8.62 


33 


37.70 


27.40 


19.98 


14.61 


10.72 


7.88 


34 


36.60 


26.36 


19.03 


13.79 


10.02 


7.80 


36 


35.53 


26.34 


18.12 


13.01 


9.36 


6.76 


36 


34.50 


24.36 


17.26 


12.27 


8.76 


6 26 


37 


33.49 


23.42 


16.44 


11.57 


8.18 


6.79 


38 


32.62 


22.52 


15.66 


10.92 


7.64 


5.36 


39 


31.67 


21.66 


14.91 


10.30 


7.14 


4.97 


40 


30.65 


20.82 


14.20 


9 72 


6.67 


4.60 


41 


29.76 


20.02 


13.52 


9.17 


6.24 


4.26 


42 


28.89 


19.25 


12.88 


8.66 


6.83 


8.94 


43 


28.05 


18.61 


12.27 


8.16 


5.45 


8.66 


44 


27.23 


17.80 


11.68 


7.70 


6.09 


8.38 


45 


26.44 


17.12 


11.12 


7.26 


4.76 


8.13 


46 


26.67 


16.46 


10.69 


6.86 


4.45 


2.90 


47 


24.92 


15.82 


10.09 


6.46 


4.15 


2.68 


48 


24.20 


15.21 


9.61 


6.10 


3.88 


2.48 


49 


23.49 


14.63 


9.15 


6.76 


3.63 


2.30 


60 


22.81 


14.07 


8.72 


6.42 


3.39 


2.13 



*' Example. — If a member of a Building Society desire to purchase by a single payment a Share, whose 
anionnt is £100, to be received at the end of 10 years, and the rate o£ interest be 5 per cent., he most pay 
£61.39 or £61. 7<. l\d. forthesame; a modification of course being made in the case of mon^y pay ment4 

IR^er to Note No, 2, cUfoot of TabU /F, page 4, for any time beyond 60 years. J 
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TABLES. 



TABLE X. 

See Renufflu, No. 2, at foot of page S.] 

Shewing the Amount to which an Annuity of£lOOfVaid at the end of each year, will 

accumulate at Compound Interest* 

Thlf Table wUl Mrye to determine the yearly rabacriptlon reqnlalte to porchaae an investing share in a 

Bailding Society 



Teare. 


Q per 
*^cent 


A. per 

*cent 


Fi P®' 

*^cent. 


fi per 


*7 per 
' cent 

• 


TOP®' 

J- ^ cent 


1 


lOO.CO 


100.00 


100.00 


100.00 


100.00 


100.00 


2 


203.00 


204.00 


205.00 


206.00 


207.00 


210.00 


8 


809.09 


312.16 


816.25 


818.86 


821.49 


831.00 


4 


418.86 


424.64 


481.01 


487.46 


443.99 


464.10 


5 


630.91 


641.63 


662.66 


663.70 


675.07 


610.61 


6 


646.84 


663.29 


680.19 


697.68 


715.82 


771.56 


7 


766.24 


789.82 


814.20 


889.88 


865.40 


948.71 


8 


889.23 


921.42 


964.91 


989.74 


1025.98 


1143.58 


9 


1015.91 


1058.27 


1102.66 


1149.13 


1197.79 


1357.94 


10 


1146.38 


1200.61 


1267.78 


1318.07 


1381.64 


1693.74 


11 


1280.77 


1348.63 


*1420.67 


1497.16 


1678.86 


1853.11 


12 


1419.20 


1602.68 


1691.71 


1686.99 


1788.84 


2138.42 


13 


1661.77 


1662.68 


1771.29 


1888.21 


2014.06 


2452.27 


14 


1708.63 


1829.19 


1959.86 


2101.60 


2255.04 


2797.49 


15 


1859.89 


2002.35 


2157.86 


2327.59 


2512.90 


8177.24 


16 


2015.68 


2182.46 


2865.74 


2567.26 


2788.80 


8594.97 


17 


2176.16 


2369.76 


2584.08 


2821.28 


8084.02 


4054.47 


18 


2341.44 


2664.54 


2813.23 


3090.56 


8399.90 


4559.91 


19 


2511.68 


2767.12 


3053.90 


8376.99 


3737.89 


6115.90 


20 


2687.03 


2977.80 


3306.59 


8678.65 


4099.54 . 


6727.49 


21 


2867.64 


3196.92 


3571.92 


8999.27 


4486.51 


6400.24 


22 


3053.67 


3424.79 


3850.52 


4339.22 


4900.57 


7140.27 


23 


3245.28 


3661.78 


4143.04 


4699.68 


6343.61 


7954.30 


24 


3442.64 


3908.26 


4460.19 


6081.65 


6817.66 


8849.73 


25 


3645.92 


4164.59 


4772.70 


5486.46 


6324.90 


9834.70 


26 


3855.30 


4431.17 


6111.84 


5916.63 


6867.64 


10918.17 


27 


4070.96 


4708.42 


6466.91 


6370.57 


7448.38 


12109.99 


28 


4293.09 


4996.75 


6840.25 


6852.81 


8069.76 


13420.99 


29 


4521.88 


5296.62 


6232.27 


7363.97 


8734.65 


14863.09 


30 


4757.54 


5608.49 


6643.88 


7905.81 


9446.07 


16U9.40 


31 


5000.26 


6932.83 


7076.07 


8480.16 


10207.30 


18194.84 


32 


6250.27 


6270.14 


7529.88 


9088.97 


11021.81 


20113.77 


33 


6507.78 


6620.95 


8006.37 


9734.81 


11893.34 


22226.16 


34 


6773.01 


6985.79 


8506.69 


10418.37 


12825.87 


24547.66 


35 


6046.20 


7365.22 


903J.03 


11143.47 


13823.68 


27102.43 


36 


6327.59 


7759.83 


9583.63 


11912.08 


14891.34 


29912.68 


37 


6617.42 


8170.22 


10162.81 


12726.81 


16033.74 


33003.94 


38 


6915.94 


8597.03 


10770.95 


13590.42 


17256.10 


36404.34 


39 


7223.42 


9040.91 


11409.50 


14505.84 


18564.02 


40144.77 


40 


7540.] 2 


9502.55 


12079.97 


15476.19 


19963.51 


44259.25 


41 


7866.32 


9982.66 


12783.97 


16504.76 


21460.95 


48785.18 


42 


8202.31 


1048195 


13523.17 


17595.06 


23063.22 


53763.69 


43 


8548.38 


11001.23 


14299.33 


18750.75 


24777.64 


59240.06 


44 


8904.84 


11541.28 


15114.30 


19975.80 


26612.08 


65264.07 


45 


9271.98 


12102.93 


15970.01 


21274.36 


28574.93 


71890.48 


46 


9650.14 


12687.05 


16868.61 


22650.81 


30675.17 


79179.53 


47 


10039.65 


13294.53 


17811.94 


24109.86 


82922.43 


87197.48 


48 


10440.84 


13926.32 


18802.53 


25656.45 


35327.00 


96017.23 


49 


10854.06 


14583.37 


19842.66 


27295.84 


37899.90 


105718.95 


50 


11279.68 


15266.70 


20934.79 


29033.59 


40652 89 


116390.85 



[Note.— Tlie above Table will also serve to determine the amount of an Annuity paid at the beginning 

For the amount of an Annuity for n years paid) ( the amount of an Annuity (for n + 1) years 

at the beginning of each year. ) ( from above Table — 100. 

 £«am»?«.— The amount of an Annuity of £100 at 6 per cent for 10 years paid at the beginning of each 
^ year = £1420.67— £100. 

= £1320.67.] 



TABLES. 



9 



TABLE XI. 

[See RemArkB No. 3, at foot of page 2.] 

dewing the present Value of an Annuity of £100 at the end of tack Year, 



Tears. 


q per 


A per 
^cent. 


^ per 
^ cent 


fi P«r 
^ cent 


7 per 
' cent. 


Q per 
O cent 


1 


97.08 


96.16 


95.23 


94.33 


93.46 


92.69 


2 


191.34 


188.60 


185.94 


183.33 


180.80 


178.32 


3 


282.86 


277.50 


272.32 


267.30 


262.43 


257.70 


4 


371.70 


362.98 


354.59 


346 51 


338.72 


331.21 


5 


457.97 


445.18 


432.94 


421.23 


410.01 


399.27 


6 


641.71 


624.21 


607.66 


491.73 


476.65 


462.28 


7 


623.02 


600.20 


678.63 


558.23 


638.92 


520.63 


8 


701.96 


673.27 


646.32 


620.97 


697.12 


574,66 


9 


778.61 


743.53 


♦710.78 


680.16 


651.62 


624.68 


10 


853.02 


811.08 


772.17 


736.00 


702.36 


671.00 


11 


925.26 


876.04 


830.64 


788.68 


749.86 


713.89 


12 


995.40 


938.50 


886.32 


838.38 


794.26 


753.60 


13 


1063.49 


998.56 


939.35 


885.26 


835.76 


790.37 


14 


1129.60 


1056.31 


989.86 


929.49 


874.64 


824.42 


16 


1193.79 


1111.83 


1037.96 


971.22 


910.79 


855.94 


16 


1256.11 


1165.22 


1083.77 


1010.58 


944.66 


885.13 


17 


1316.61 


1216.56 


1127.40 


1047.72 


976.32 


912.16 


18 


1375.35 


1265.92 


1168.95 


1082.76 


1005.90 


937.18 


19 


1432.37 


1313.39 


1208.63 


1115.81 


1033.56 


960.35 


20 


1487.74 


1359.03 


1246.22 


1146.99 


1059.40 


981.81 


21 


1541.50 


1402.91 


1282.11 


1176.40 


1083.56 


1001.68 


22 


1593.69 


1445.11 


1316.30 


1204.15 


1106.12 


1020.(;7 


23 


1644.36 


1485.68 


1348.86 


1230.33 


1127.21 


1037.10 


24 


1693.55 


1624.69 


1379.86 


1255.03 


1146.93 


1052.87 


25 


1741.31 


1562.20 


1409.39 


1278.33 


1165.35 


1067.47 


26 


1787.68 


1598.27 


1437.51 


1300.31 


1182.57 


1080.99 


27 


1832.70 


1632.95 


1464.30 


1321.05 


1198.67 


1093.51 


28 


1876.41 


1666.30 


1489.81 


1340.61 


1213.71 


1105.10 


29 


1918.84 


1698.37 


1514.10 


1359.07 


1227.76 


1115.84 


30 


1960.04 


1729.20 


1537.24 


1376.48 


1240.90 


1125.77 


31 


2000.04 


1768.84 


1559.28 


1392.90 


1263.18 


1134.97 


32 


2038.87 


1787.35 


1580.26 


1408.40 


1264.65 


1143.49 


33 


2076.57 


1814.76 


1600.25 


1423.02 


1275.37 


1151.38 


34 


2113.18 


1841.11 


1619.29 


1436.81 


1285.40 


1158.69 


35 


2148.72 


1866.46 


1637.41 


1449.82 


1294.76 


1165.45 


36 


2183.22 


1890.82 


1664.68 


1462.09 


1303.52 


1171.71 


37 


2216.72 


1914.25 


1671.12 


1473.67 


1311.70 


1177.61 


38 


2249.24 


1936.78 


1686.78 


1484.60 


1319.34 


118^88 


39 


2280.82 


1958.44 


1701.70 


1494.90 


1326.49 


1187.85 


40 


2311.47 


1979.27 


1716.90 


1504.62 


1333.17 


1192.46 


41 


2341.24 


1999.30 


1729.43 


1513.80 


1339.41 


1196.72 


42 


2370.13 


2018.56 


1742.32 


1522.45 


1345.24 


1200.66 


43 


2398.19 


2037.07 


1764.59 


1530.61 


1350.69 


1204.32 


44 


2425.42 


2064.88 


1766.27 


1538.31 


1355.79 


1207.70 


45 


2451.87 


2072.00 


1777.40 


1545.58 


1360.56 


1210,84 


46 


2477.54 


2088.46 


1788.00 


1552.43 


1365.00 


1213.74 


47 


2502.47 


2104.29 


1798.10 


1568.90 


1369.16 


1216.42 


48 


2526.67 


2119.61 


1807.71 


1565.00 


1373.04 


1218.91 


49 


2560.16 


2134.14 


1816 87 


1570.76 


1376.67 


1221.21 


. 50 


2572.97 


2148.21 


1825.59 


1676.18 


1380.07 


1223.34 


Lsrpetuity 


3333.33 


2500.00 


2000.00 


1 1666.67 


1428.57 


1 1250.00 



>~^^il— The above Table wUl serve to determine the preiient value of an Annuity paid at the beginning 

T, the present value of an annuity of £100, paidl ^^ (the present value of an annuity 
 Bw-moftpt the beginning of each year, for n years / ( for (« — 1) years + 100 

"^ '^^e present value at 6 per cent of £100 a year paid at the beginning of each year fbr ten 



years =£710.78 + 
= £810.78.] 
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TABLE Xn. 
Shewing the Annuity which £100 will purchase for a given number of Years, ' 

nils Table will serve to detennlne the Annalty to be paid by a borrowing member of a Building Sode^ In 

repayment of a given advance. 



Years. 


Q per 
^ cent 


K per 
*^ cent 


7 per 
• cent 


o per 
O cent 


Q per 
*' cent 


^^ cent 




1 


103.00 


105.00 


107.C0 


108.00 


109.00 


110.00 




2 


62.26 


63.78 


56.31 


56.08 


66.85 


57.62 




3 


85.35 


36.72 


38.11 


38.80 


39.51 


40.21 




4 


26.90 


28.20 


29.62 


30.19 


80.87 


31.65 




5 


21.84 


23 10 


24.39 


25.05 


26.71 


26.38 




6 


18.46 


19.70 


20.98 


21.63 


22.29 


22.96 




7 


16.05 


17.28 


18.56 


19.21 


19.87 


20.54 




8 


14.25 


15.47 


16.75 


17.40 


18.07 


18.74 




9 


12.84 


14.07 


15.35 


16.01 


16.68 


17.36 




10 


11.72 


12.95 


♦14.24 


14.90 


15.58 


16.27 




11 


10.81 


12.04 


13.34 


14.01 


14.69 


15.40 




12 


10.05 


11.28 


12.69 


13.27 


13.97 


14.68 




13 


9.40 


10.65 


11.97 


12.65 


13.36 


14.08 




14 


8.85 


10.10 


11.43 


12.13 


12.84 


13.68 




15 


8 37 


9.63 


10.98 


11.68 


12.41 


13.15 




16 


7.96 


9.23 


10.69 


11.30 


12.03 


12.78 




17 


7.60 


8.87 


10.24 


10.96 


11.70 


12.47 




18 


7.27 


8.55 


9.94 


10.67 


11.42 


12.19 




19 


6.98 


8.27 


9.68 


10.41 


11.17 


11.95 




20 


6.72 


8.02 


9.44 


1019 


10.95 


11.75 




21 


6.49 


7.80 


9.23 


9.98 


10.76 


11.56 




22 


6.28 


7.60 


9.04 


9.80 


10.59 


11.40 




23 


6.08 


7.41 


8.87 


9.64 


10.44 


11.26 




24 


6.91 


7.25 


8.72 


9.60 


10.30 


11.13 




25 


5.74 


7.10 


8.68 


9.37 


10.18 


11.02 




26 


5.69 


6.96 


8.46 


9.25 


10.07 


10.92 




27 


5.46 


6.83 


8.34 


9.15 


9.97 


10.83 




28 


5.33 


6.71 


8.24 


9.05 


9.89 


10.75 




29 


6.21 


6.60 


8.15 


8.96 


9.81 


10.67 




30 


5.10 


6 61 


8.06 


8.88 


9.73 


10.61 




31 


5.00 


6.41 


7.98 


8.81 


9.67 


10.65 




32 


4.90 


6.33 


7.91 


8.74 


9.61 


10.50 




83 


4.82 


6.25 


7.84 


8.68 


9.56 


10.45 




84 


4.73 


6.18 


7.77 


8.63 


9.51 


10.40 




35 


4.65 


6.11 


7.72 


8.68 


9.46 


10.37 




36 


4.58 


6.04 


7.67 


8.53 


9.42 


10.33 




37 


4.61 


5.98 


7.62 


8.49 


9.39 


10.30 


« 


38 


4.45 


6.93 


7.68 


8.45 


9.35 


10.27 




39 


4.38 


5.88 


7.54 


8.42 


9.32 


10.25 




40 


4.33 


5.83 


7.50 


8.39 


9.30 


10.23 




41 


4.27 


5.78 


7.47 


8.36 


9.27 


10.21 




42 


4.22 


5.74 


7.43 


8.33 


9.25 


10.19 




43 


4.17 


5.70 


7.40 


8.30 


9.23 


10.17 




44 


4.12 


6.66 


7.38 


8.28 


9.21 


10.15 




45 


4.08 


5.63 


7.36 


8.26 


9.19 


10.14 




46 


4.04 


5.59 


7.33 


8.24 


9.17 


10.13 




47 


4.00 


5.66 


7.30 


8.22 


9.16 


10.11 




48 


3.96 


6.53 


7.28 


8.20 


9.15 


10.10 




49 


3.92 


5.50 


7.26 


8.19 


9.13 


10.09 . 




50 


3.89 


6.48 


7.25 


8.17 


9.12 


10.08 J 




Perpetuity 


3.00 1 6.00 7.00 1 


8.00 


9.00 IO.OOlJ 

instalments, includir^J^^^^P^ 
5«.ayearlnrepa/'**''^*»e 


Vxampk.— If 
d interest, at 7 


a member borrow £ 100 for 10 years to be rt 
per cent, in tliat time, he must pay £14.24 


epaid by equal 
or nearly £14. 


me. 

■C^ Pr/tm this 


?W2kZ« m/iw />/ci 


n ?t» /'jtl/'iilnta/l 1 


ha annual alnlr 


tritfv Aiv«^ f/v ^mjtA 


mMMJifyktal^t^ #.A .i* 1 1 


,. anp number 


• 



From thu Table may alto be calculated the annual sinking fond to accumulate to £10(\ 28 iPJsVVif'' 
qf years. Ex: The sinking fund to produce JElGO in 12 years at 5 per cent, is equal to ^"® 

interest, or to £6.28, which is £6. 5s. 8d. nearly 
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TABLE Xm. 

Monthly and Quarter^ payments, spread over any number of years from 3 ^o 21, that mil 
repay a Loan of £100 vntn interest at 4, 5, 6, and 7 per cent, per annum. 



Term 

of 
TearsL 


4 per cent 


• 


5 per cent 


B 


6 per cent 


• 


7 per cent. 


Monthly. 


Quarterly. 


Monthly. 


Quarterly. 


Monthly. 


Quarterly. 


Monthly. 


Quarterly. 




£. s, d 


£. s. 


d 


<£. s. d. 


£. s. 


d 


£. s. d. 


£. s. 


d 


£. s. 


a. 


£. s. d 


3 


3 1 


9 


3 


3 1 3 


9 3 


9 


3 2 4 


9 7 





3 3 


6 


9 10 6 


4: 


2 6 


6 18 





2 7 


7 1 





2 8 1 


7 '4 


3 


2 9 


2 


7 7 6 


5 


1 17 6 


5 12 


6 


1 18 6 


5 15 


6 


1 19 7 


5 18 


9 


2 


8 


6 2 


6 


1 11 10 


4 15 


6 


1 12 10 


4 18 


6 


1 13 11 


5 1 


9 


1 16 





5 6 


7 


1 7 10 


4 3 


6 


1. 8 10 


4 6 


6 


1 9 10 


4 9 


6 


1 11 





4 13 


8 


1 4 10 


3 14 


6 


1 5 10 


3 17 


6 


1 6 10 


4 


6 


1 7 11 


4 3 9 


9 


12 6 


3 7 


6 


13 6 


3 10 


6 


1 4 6 


3 13 


6 


1 5 


7 


3 16 9 


10 


1 7 


3 1 


9 


1 1 8 


3 5 





12 8 


3 8 





1 3 


9 


3 11 3 


11 


19 1 


2 17 


3 


1 1 


3 


3 


112 


3 3 


6 


1 2 


3 


3 6 9 


12 


17 10 


2 13 


6 


18 10 


2 16 


6 


19 11 


2 19 


9 


1 1 





3 3 


13 


16 9 


2 10 


3 


17 9 


2 13 


3 


18 ]0 


2 16 


6 


19 


11 


2 19 9 


14 


15 10 


2 7 


6 


16 11 


2 10 


9 


17 11 


2 13 


9 


19 


1 


2 17 3 


16 


15 


2 5 





16 I 


2 8 


3 


17 2 


2 11 


6 


18 


4 


2 15 


16 


14 4 


2 3 





15 5 


2 6 


3 


16 6 


2 9 


6 


17 


8 


2 13 


17 


13 9 


2 1 


3 


14 9 


2 4 


3 


15 11 


2 7 


9 


17 


1 


2 11 3 


18 


13 2 


1 19 


6 


14 3 


2 2 


9 


15 5 


2 6 


3 


16 


7 


2 9 9 


19 


12 9 


1 18 


3 


13 10 


2 1 


6 


14 11 


2 4 


9 


16 


2 


2 8 6 


20 


12 4 


1 17 





13 5 


2 


3 


14 6 


2 3 


6 


15 


9 


2 7 3 


21 


11 11 


1 15 


9 


13 


1 19 





14 2 


2 2 


6 16 

1 


6 


2 6 3 



Note, — The Qaarterly payments are three times those of the Monthly, in accordance with 
the custom of Societies, and, therefore, in some cases exceed the actual amount hy one 
penny. 



12 



TABLES. 



TABLE XIV. 



OLD AGE AND ENDOWKEKT TABLE. 



Shewing the Amount of Savings that woM be effected by accumulating £6 a-jfear 

with Interest. 



▲T XND 






AMOUlfT OF SaYIKOS 


▲T 






▲T END 


OV 
TBAK8. 




















OF 
TEARfl. 


8 per cent.. 


4 percent 


6 per cent. 




£. 


s. 


d. 


£. 


s. 


d 


£. 


s. 


d 




1 


6 








6 








6 








1 


2 


12 


3 


8 


12 


4 


10 


12 


6 





2 


8 


18 


10 


11 


18 


14 


8 


18 


18 


4 


3 


4 


25 


2 





25 


9 


8 


25 


17 


3 


4 


5 


81 


17 


1 


32 


10 





33 


8 


1 


5 


6 


38 


16 


3 


39 


16 





40 


16 


3 


6 


7 


45 


19 


6 


47 


7 


11 


48 


17 


1 


7 


8 


53 


7 


1 


55 


5 


9 


57 


5 


11 


8 


9 


60 


19 


3 


63 


10 





66 


8 


3 


9 


10 


68 


15 


9 


72 





10 


75 


9 


5 


10 


11 


76 


17 





80 


18 


5 


85 


4 


10 


11 


12 


85 


3 


1 


90 


8 


2 


95 


10 


1 


12 


13 


93 


14 


2 


99 


15 


8 


106 


5 


7 


13 


14 


102 


10 


5 


109 


15 


1 


117 


11 


5 


14 


15 


HI 


11 


10 


120 


2 


11 


129 


9 


6 


15 


16 


120 


18 


10 


130 


19 





141 


18 


11 


16 


17 


130 


11 


5 


142 


3 


9 


155 





11 


17 


18 


140 


9 


9 


153 


17 


6 


168 


15 


11 


18 


19 


150 


14 


1 


166 





7 


183 


4 


9 


19 


20 


161 


4 


6 


178 


13 


5 


198 


8 





20 


21 


172 


1 


8 


191 


16 


5 


214 


6 


5 


21 


22 


183 


4 


5 


205 


9 


10 


231 





8 


22 


23 


194 


14 


5 


219 


14 


2 


248 


11 


9 


23 


24 


206 


11 


3 


234 


10 





267 





3 


24 


25 


218 


15 


2 


249 


17 


7 


286 


7 


4 


25 


26 


231 


6 


5 


265 


17 


5 


306 


13 


8 


26 


27 


244 


5 


2 


282 


10 


2 


828 





5 


27 


28 


257 


11 


9 


299 


16 


2 


350 


8 


5 


28 


29 


271 


6 


4 


317 


16 





873 


18 


10 


29 


80 


285 


9 


1 


336 


10 


3 


398 


12 


8 


30 


81 


300 





4 


865 


19 


5 


424 


11 


4 


31 


82 


315 





5 


376 


4 


3 


451 


15 


11 


32 


83 


330 


9 


5 


397 


5 


2 


480 


7 


9 


33 


84 


346 


7 


8 


419 


3 





510 


8 


1 


34 


35 


362 


15 


6 


441 


18 


4 


541 


18 


5 


35 



Example. — A person setting aside £6 a-year, or lOs. a month, for a child aged 8 
years, would, with interest at 4 percent., have accnmnlated £158. 17s. 6d bj the time 
the child attained the age of 21. 

In case of previous death, or inability to continue the payments, the amount paid 
could be retuined with interest at 8 per ceni, less — per ceni towards expenses of 
society. 



TABLES. 
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TABLE XV. 

Specimen of New Deposit Tables^ for Savings Banks and Industrial Associations, 

shewing — 

1, — The Amount to which a Deposit of £100 will accumiilate at the end of anj 
nnmber of years np to 10. 

2. — The Amount to which a Deposit of £10 per annnm will accnmalate at the end of 
any number of years np to 10. 

On the condition that, after the first Year, One Half (or One Fourth) of the Sum 
deposited may be withdrawn, without interest, on giving one week's notice ; 
the balance of the Deposit and the accumulated compound Interest remaining 
unwithdrawable tiU the end of the period, unless six months* notice of with- 
drawal be given. 



Bates of Interest ^8. lOs, and £2, 10». per cent, as explained at foot. 





Deposit of 


£100. 




Deposit of £10 per annum. 


No. of 


One Half 


One fourth 


One Fourth 


One Half 


No. of 


Years. 


withdrawable. 


withdrawable. 


withdrawable. 


withdrawable. 


Years. 




£. s, d. 


£. 8. d. 


£. s, d. 


£. 8. d. 




1 


103 


103 5 


10 6 6 


10 6 


1 


2 


106 2 1 


106 12 4 


20 19 9 


20 18 2 


2 


3 


109 6 6 


110 1 11 


31 19' 11 


31 16 10 


3 


4 


112 12 11 


113 13 11 


43 7 4 


43 2 1 


4 


5 


116 1 9 


117 8 7 


66 2 2 


64 14 3 


6 


6 


119 13 


121 6 9 


67 4 9 


66 13 7 


6 


7 


123 6 9 


125 5 8 


79 16 4 


79 3 


7 


8 


127 3 1 


129 8 4: 


92 14 2 


91 14 7 


8 


9 


131 2 1 


133 U 


106 1 7 


104 16 10 


9 


10 


136 3 11 


138 2 7 


119 17 10 


118 7 2 


10 



N.B This Table is computed according to formula Nos. 1 and 13, Arts. 67, 75, in the 

Appendix to '* Treatise on Associations /or Provident Investment" on the supposition that 
the lower rate of 2^ per cent is allowed on the withdrawable portion of the Deposit, and 3^1 
per cent, on the unwithdrawable portion, as also upon the entire amount of the interest as it 
accumulates from year to year. 

Example : 1. — A person having deposited £100 will be entitled, at any time after the 
first year, to draw out £50, or £26, as the case may be, at a week's notice. Say he has 
retained thepower to withdraw one-half, and that he exercises this power at the end of the 
6th year. The amount at his credit at that moment is £116. Is, 9d.y from which deducting 
the £60 withdrawn, there wiU remain £66. Is, 9d, to accumulate for the remaining 6 years 
(or until withdrawn under a six months' notice) at 3^ per cent compound interest If, on 
the other hand, the whole amount of the Deposit be left undisturbed by the Depositor 
during the term, then the accumulated amount at the end of 10 years wHl lie £136. 3«. lid, 

2. — ^A person having deposited £10 per annum, say for 6 years, will be entitled at the end 
of that year io withdraw one-half or one-fourth of the aggregate of his deposits to that time 
(viz.f £25 or £12. 10».) as the case may be, at a week's notice ; the remainder, together 
with the interest, being left to accumulate at 3^ per cent till the end of the term, or until 
withdrawn under a six months' notice. 
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TABLES. 



TABLE XVI. 
Extract from the Tables of Logarithms. 





Hyperbolic 






Hyperbolic 




Namber. 


or 

Neperian 

Logarithms. 


Ordinary 
Logarithma. 


Nnmber. 


or 

Neperian 

LoKarithma. 


Ordinary 
LogarithnuL 


1.01 


.0099503 


.0043214 


47.00 


3.8501476 


1.6720979 


1.02 


.0198026 


.0086002 


48.00 


3.8712010 


.6812412 


1.03 


.0296589 


.0128372 


49.00 


3.8918203 


.6901961 


1.04 


.0392207 


.0170333 


50.00 


3.9120230 


.6989700 


1.05 


.0487902 


.0211893 


51.00 


8.9318256 


.7075702 


1.06 


.0682689 


.0263069 


52.00 


3.9512437 


.7160033 


1.07 


.0676586 


.0293838 


53.00 


3.9702919 


.7242759 


1.08 


.0769610 


.0334238 


54.00 


3.9889840 


.7323938 


1.09 


.0861777 


.0374265 


55.00 


4.0073332 


.7403627 


I.IO 


.0963102 


.0413927 


56.00 


4.0253517 


.7481880 


2.00 


.6931472 


.3010300 


57.00 


4.0430513 


.7558749 


8.00 


1.0986123 


.4771213 


58.00 


4.0604430 


.7634280 


4.00 


1.3862943 


.6020600 


59.00 


4.0775374 


.7708520 


5.00 


1.6094379 


.6989700 


60.00 


4.0943446 


.7781513 


6.00 


1.7917594 


.7781513 


61.00 


4.1108739 


.7863298 


7.00 


1.9459101 


.8460980 


62.00 


4.1271344 


.7923917 


8.00 


2.0794415 


.9030900 


63.00 


4.1431347 


.7993405 


9.00 


2.1972245 


.9642425 


64.00 


4.1588831 


.8061800 


10.00 


2.3025861 


1.0000000 


65.00 


4.1743873 


.8129134 


11.00 


2.3978953 


.0413927 


66.00 


4.1896647 


.8195439 


12.00 


2.4849066 


.0791812 


67.00 


4.2046926 


.8260748 


18.00 


2.5649494 


.1139434 


68.00 


4.2196077 


.8325089 


14.00 


2.6390673 


.1461280 


69.00 


4.2341065 


.8388491 


15.00 


2.7080502 


.1760913 


70.00 


4.2484952 


.8450980 


16.00 


2.7725887 


.2041200 


71.00 


4.2626799 


.8512583 


17.00 


2.8332133 


.2304489 


72.00 


4.2766661 


.8573325 


18.00 


2.8903718 


.2662725 


73.00 


4.2904594 


.8633229 


19.00 


2.9444390 


.2787536 


74.00 


4.3040651 


.8692317 


20.(;0 


2.9957323 


.3010300 


76.00 


4.3174881 


.8750613 


21.00 


3 0445224 


.3222193 


76.00 


4.3307333 


.8808136 


22 00 


3.0910425 


.3424227 


7700 


4.3438064 


.8864907 


23.00 


8.1354942 


.3617278 


78.00 


4.3567088 


.8920946 


24.00 


3.1780538 


.3802112 


79.00 


4.3694479 


.8976271 


25.00 


3.2188768 


.3979400 


80.00 


4.3820266 


.9030900 


26.00 


3.2580965 


.4149733 


81.00 


4.3944492 


.9084850 


27.00 


3.2968369 


.4313638 


82.00 


4.4067192 


.9138139 


28.00 


3.3322045 


.4471580 


83.00 


4.4188406 


.9190781 


29.00 


3.3672958 


.4623980 


84.00 


4.4308168 


.9242793 


30.00 


3.4011974 


.4771213 


85.00 


4.4426613 


.9294189 


31.00 


3.4339872 


.4913617 


86.00 


4.4643473 


.9344985 


32.00 


3.4657359 


.6051500 


87.00 


4.4659081 


.9395193 


33.00 


3.4965076 


.5186139 


88.00 


4.4773368 


.9444827 


34.00 


3.5263605 


.6314789 


89.00 


4.4886364 


.9493900 


35.00 


3.5663481 


.5440680 


90.00 


4.4998097 


.9542426 


36.00 


3.6835189 


.6663025 


91.00 


4.5108596 


.9590414 


37.00 


3.6109179 


.5682017 


92.00 


4.5217886 


.9637878 


38.00 


3.6375862 


.5797836 


98.00 


4.5325995 


.9684829 


39.00 


3.6635616 


.5910646 


94.00 


4.5432948 


.9731279 


40.00 


3.6888795 


.6020600 


95.00 


4.5538769 


.9777236 


41.00 


3.7135721 


.6127839 


96.00 


4.5643482 


.9822712 


42.00 


3.7376696 


.6232493 


97.00 


4.5747110 


.9867717 


43.00 


3.7612001 


.6334686 


98.00 


4.5849675 


.9912261 


44.00 


3.7841896 . 


.6434627 


99.00 


4.6951199 


.9966362 


46.00 


3.8066625 


.6532125 


100.00 


4.6051702 


2.0000000 


46.00 


3.8286414 


.6627678 









Rem.— Uyi^rhoUc Logarithms can be deduced from the ordinary tables of Logarithms to the baae 1(^ 

by multiplying the latter by Log« 10 or 2.30285 1. 

See " Callet's Logarithms."— i^*r«w» Didot, Paris. 



TABLES. 
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TABLE XVn. 

English Life Table No, 8. Interest 8 per cent* 

(Calculated by the Registrar-Oenerol from the Retorns for 17 Yean.) 



Age. 


Expectation of Life. 


Present Value of £100 
a-year, Annuity due. 


Present Value of £100 
payable at Death. | 




Males. 


Females. 


Males. 


Females. 


Males. 


Femalea 




Yean. 


Years. 













89 9 


41.9 


£1915 


£1986 


£44.2 


£42.2 


1 


46.7 


47.3 


2235 


2244 


84.9 


84.6 


2 


48.8 


49.4 


2850 


2354 


81.6 


31.4 


3 


49.6 


60.2 


2403 


2407 


30.0 


29.9 


4 


49.8 


60.4 


2430 


2436 


29.2 


29.1 


5 


49.7 


60.8 


2444 


2448 


28.8 


28.7 


6 


49.4 


60.0 


2447 


2451 


28.7 


28.6 


7 


48.9 


49.5 


2444 


2447 


28.8 


28.7 


8 


48.4 


49.0 


2437 


2440 


29.0 


28.9 


9 


47.7 


48.4 


2425 


2429 


29.4 


29.3 


10 


47.1 


47.7 


2411 


2416 


29.8 


29.7 


11 


46.3 


47.0 


2393 


2398 


80.3 


30.2 


12 


45.5 


46.2 


2374 


2380 


80.8 


30.7 


18 


44.8 


45.4 


2354 


2360 


81.4 • 


81.3 


14 


44.0 


44.7 


2332 


2340 


82.1 


81.8 


15 


43.2 


43.9 


2311 


2319 


32.7 


32.4 


16 


42.4 


43.1 


2289 


2299 


33.3 


33.0 


17 


41.6 


42.4 


2267 


2278 


34.0 


83.6 


18 


40.9 


41.7 


2246 


2258 


84.6 


84.2 


19 


40.2 


41.0 


2226 


2239 


85.2 


34.8 


20 


89.5 


40.3 


2206 


2221 


36.7 


86.8 


21 


88.8 


89 6 


2187 


2203 


36.3 


85.8 


22 


88.1 


39.0 


2168 


2186 


86.8 


86.3 


28 


87.6 


88.3 


2149 


2168 


87.4 


86.9 


24 


86.8 


87.7 


2129 


2160 


88.0 


87.4 


25 


86.1 


37.0 


2109 


2131 


88.6 


87.9 


26 


85.4 


86.4 


2089 


2112 


89.2 


88.5 


27 


84.8 


36.8 


2067 


2093 


89.8 


89.0 


28 


34.1 


86.1 


2046 


2074 


40.4 


89.6 


29 


38.4 


84.6 


2024 


2064 


41.1 


40.2 


80 


32.8 


88.8 


2001 


2034 


41.7 


40.8 


31 


32.1 


83.2 


1978 


2013 


42.4 


41.4 


82 


31.4 


82.5 


1956 


1992 


43.1 


42.0 


33 


80.7 


81.9 


1931 


1970 


48.8 


42.6 


84 


80.1 


81.2 


1906 


1948 


44.6 


48.8 


85 


29.4 


80.6 


1881 


1925 


46.2 


43.9 


86 


28.7 


29.9 


1666 


1902 


46.0 


44.6 


87 


28.1 


29.3 


1829 


1878 


46.7 


46.3 


88 


27.4 


28.6 


1802 


1864 


47.6 


46.0 


89 


26.7 


28.0 


1776 


1829 


46.3 


46.7 


40 


26.1 


27.3 


1747 


1804 


49.1 


47.6 


41 


25.4 


26.7 


1719 


1777 ' 


49.9 


48.2 


42 


24.7 


26.0 


1690 


1750 


60.8 


49.0 


48 


24.1 


26.4 


1661 


1723 


61.6 


49.8 


44 


23.4 


24.7 


1631 


1695 


62.5 


60.6 


45 


22.8 


24.1 


1601 


1666 


63.4 


61.5 


46 


22.1 


23.4 


1670 


1636 


64.3 


62.3 


47 


21.6 


22.7 


1689 


1606 


65.2 


68.2 


48 


20.8 


22.1 


1607 


1574 


66.1 


64.1 


49 


20.2 


21.4 


1475 


1542 


67.0 


66.1 


60 


19.6 


20.8 


1442 


1609 


68.0 


66.0 
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TABLES. 



TABLE XVn.'^continued,} 

English Life Table No. 8. Interest 3 per cent. 
(CalcnUtad hj the Registntr-Oenenl from the Retnme for 17 Team) 



Age. 


Expectaiaon of Life. 


Present Value of £100 
a-jear, Annnitj due. 


Present Valne of £100 
payable at Death. 




Malea 


Females 


Males. 


Females. 


Male& 


Females. 




Yean. 


Years. 




• 






61 


18.9 


20.1 


£1409 


£1476 


£69.0 


£67.0 


62 


18.3 


19.4 


1376 


1441 


59.9 


68.0 


63 


17.7 


18.8 


1343 


1405 


60.9 


59.1 


64 


17.1 


18.1 


1310 


1369 


61.9 


60.1 


66 


16.6 


17.4 


1276 


1333 


62.8 


61.2 


66 


16.9 


16.8 


1241 


1297 


63.8 


62.2 


67 


16.3 


16.2 


1207 


1261 


64.8 


68.3 


68 


14.7 


16.6 


1172 


1225 


66.9 


64.3 


69 ' 


14.1 


14.9 


1137 


1189 


66.9 


66.4 


60 


13.6 


14.3 


1102 


1163 


67.9 


66.4 


61 


13.0 


13.8 


1067 


1117 


68.9 


67.5 


62 


12.4 


13.2 


1031 


1080 


70.0 


68.6 


63 


11.9 


12.6 


996 


1044 


71.0 


69.6 


64 


11.8 


12.1 


961 


1008 


72.0 


70.6 


66 


10.8 


11.6 


927 


973 


73.0 


71.7 


66 


10.3 


11.0 


892 


938 


74.0 


72.7 


67 


9.8 


10.6 


869 


903 


76.0 


73.7 


68 


9.3 


9.8 


826 


868 


76.0 


74.7 


69 


8.9 


9.6 


793 


835 


76.9 


75.7 


70 


8.6 


9.0 


761 


802 


77.8 


76.7 


71 


8.0 


8.6 


730 


769 


78.7 


77.6 


72 


7.6 


8.1 


700 


738 


79.6 


78.6 


73 


7.2 


7.7 


670 


707 


80.6 


79.4 


74 


6.9 


7.3 


642 


677 


81.3 


80.3 


76 


6.6 


6.9 


614 


648 


82.1 


81.1 


76 


6.2 


6.6 


688 


620 


82.9 


81.9 


77 


6.8 


6.2 


662 


693 


83.6 


82.7 


78 


6.6 


6.9 


638 


668 


84.3 


83.6 


79 


6.2 


6.6 


614 


643 


85.0 


84.2 


80 


4.9 


6.3 


492 


519 


85.7 


84.9 


81 


4.7 


6.0 


470 


496 


86.3 


85.6 


82 


4.4 


4.7 


460 


474 


86.9 


86.2 


83 


4.2 


4.6 


430 


463 


87.6 


86.8 


84 


4.0 


4.2 


412 


433 


88.0 


87.4 


86 


3.7 


4.0 


394 


414 


88.6 


87.9 


86 


3.6 


8.8 


377 


396 


89.0 


88.6 


87 


3.3 


3.6 


361 


379 


89.6 


89.0 


88 


3.2 


8.4 


346 


863 


89.9 


89.4 


89 


3.0 


3.2 


331 


347 


90.3 


89.9 


90 


2.8 


8.0 


318 


S3S 


90.7 


90.3 


91 


2.7 


2.9 


306 


819 


9L1 


90-7 


92 


2.G 


2.7 


293 


806 


91.5 


91.1 


93 


2.4 


2.6 


281 


294 


91.8 


91.4 


94 


2.3 


2.4 


270 


282 


92.1 


91.8 


96 


2.2 


2.3 


260 


271 


92.4 


92.1 


96 


2.1 


2.2 


250 


260 


92.6 


92.4 


97 


2.0 


2.1 


241 


261 


92.9 


92.7 


98 


1.9 


2.0 


233 


241 


93.0 


93.0 


99 


1.8 


1.9 


224 


232 


93.2 


93.0 


100 


1.7 . 


1.8 


217 


224 


93.1 


93.3 



VOLUME II. 



PRINCIPLES AND PRACTICE 



OF 



LIFE ASSURANCE, 



WITH AN 



^Ipj^afrjetixal ^XQtui 0f i^t ^ato xthtiuQ ilgmio, 



Mathematical Appendices^ Tables^ Sfc, 



CONTENTS. 

PAOI0 

Part r. — ^Principles and Practice 1 — 04 

Partn. — ^Law, with Suggestions for its Amendment 1 — 74 

Appendix 1. New FormulsB for calculating Bonuses, Values of Life Policies. 

Post Obits, and Beyersions 1—39 

„ 2. Moral and Mathematical Expectation in Probabilities 1 — 16 

,, 3. Beversions depending on successive Lives, &c 1 — 12 

„ 4. Supplementary Tables ... 1 — 8 



NOTICE TO NEW EDITION OF VOL. n. 



We have thought it desirable, in the present publication, to 
add to our remarks on the Law of Life Assurance, a concise 
statement of its principles and practice. The time cannot be 
far distant when the importance of our proposed Eeforms in 
the Law will be recognised, and when the Bill for effecting 
them passes into an Act, but the Practice of Life Assurance 
itself stands very much in need of amendment. Some improve- 
ments, no doubt, have of late years been introduced, and 
increased facilities afforded to all (particularly the industrial 
classes) for making provision for their families through the 
medium of Life Assurance. Admitting, however, that 
amendments in the practice of Life Assurance have been 
made, there is scope for more ; and future assurers will not 
be satisfied with any policy that is not — 

1. Free from conditions restrictive of the Assured, except the 

due payment of the premiums. 

2. Indisputable, so that no objection whatever can be raised 

after the policy has been issued. 

3. Payable to nominee by a simple endorsement, and thus as 

easily transferable as a bill of exchange. 

Our intention in the following pages is to show how these 
advantages may be safely granted by Assurance Companies, 
as well as to give, in the most concise and condensed form, an 
Encyclopaedic Handy Book on the whole question. 

8"*, Waterloo Place, 

. August, 1866. 
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The main design of this publication is to illustrate and explain 
the objects of the Bill, we have proposed, for enahUng Policies 
of life Assurance to be specially secured for the Widow and 
Children of an Assurer by Nomination^ without the necessity of a 
Trust Deed, and for rendering Policies of Assurance Assignable 
at LaWj and that by simple Ekbobsemeih?. Eor the better 
understanding of the subject, and with the view of making 
some suggestions for the amendment of the Law as it bears 
upon Life Assurance generally, a concise alphabetical Digest 
of the leading cases, with conmients upon the principles 
involved in and decided by them, has been added. 

The work being intended chiefly for non-professional readers 
who may be interested in the subject of Life Assurance, and 
especially for Agents and Policy-holders in Life OflB^ces, care 
has been taken to avoid the use of technical and scientific 
language, which would be essential in a purely legal work 
intended for the profession, but most puzzling and perplexing 
to the general reader. 

We avail ourselves of this opportunity of acknowledging 
the valuable assistance we have received from our friend Mr. 
E. W. Brajbrook (Barrister-at-Law), of Lincoln's Inn, more 
particularly in analysing the decided cases, of which more than 
half are so recent as not to be contained in any previous 
Treatise on the subject. 
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I. — Since the following pages were printed off, the Bill to extend 
the provisions of the Gambling Act to Ireland has passed into law (see 
p. 62) j not, however, without an energetic protest from the Chamber 
of Commerce of Dublin, which took the opportunity of urging upon the 
then Government our views as to Indisputability and as to the render- 
ing of Policies assignable at Law. The following is their statement : — 

^ The council of this chamber have had under consideration the Bill ' To Amend 

** the Law relating to Life Insurance in Ireland,' which proposes to extend 

" to Ireland the provisions bf the Act 14th Geo. III., cap. 48, * For regu- 

" lating Insurances upon Lives, and for prohibiting all such Insurances, except 

*' in cases where the parties insuring shall have an interest in the life or 

" death of the persons insured.' I am directed by the council to submit that 

*^ this measure is uncalled for, and is opposed to social and commercial policy. 

** It cannot be denied that in past times when the business of insurance was less 

'* understood, and less carefully conducted than at present, there were many 

'' instances of what may be termed gambling in life insurance ; but the council, 

** many of whom are themselves directors of insurance companies, believe that 

** this commercial crime is now of very rare occurrence in Ireland. The 

*' council are also of opinion that, so far from presenting additional facilities to 

<^ insurance companies for disputing liability, after they have been perhaps 

<< many years receiving premiums, the true, principle should be to impose on the 

*^ insurance company the duty of making every expedient preliminary inquiry, 

*^ and to make the policy indisputable the moment it is issued. It should never 

** be forgotten that policies of insurance are now, in important family and com- 

<< mercial arrangements, a class of security to which recourse is had for the 

'^ protection of third parties in cases where no other is available, or can be 

*^ obtained ; and I am respectfully to suggest that it would be contrary to public 

^^ policy, and to the strong tendency of enlightened public opinion, to sanction 

" any proceeding which would weaken or impair their efficiency. In the 

*^ earnest hope that you will withdraw this Bill the council refrain from offering 

" a suggestion, which they would feel it their duty to offer under other circum- 

*' stances, viz., that all policies on life should be made legally assignable, and the 

*' sums recoverable at the suit of the assignees. It is a matter of notoriety that 

" cases have occurred where the bond Jide holder of a policy of insurance, 

<< assigned for valuable consideration, has been unfairly coerced to take out 

" admmistration to the deceased, rather than submit to unwarrantable terms 

" proposed by the insurance company. The council see no reason why a policy 

** of insurance should not be as legally assignable as a bill of lading, a bill of 

*' exchange, or the title deeds of a landed property." 

The Eight Hon. J. A. Lawson replied to this, that — 

*' The object of the Bill is merely to assimilate the law of Ireland to that of England, 
^^ by preventing persons from insuring lives in which they have no interest. 
^' The necessity for this has been shown by several oases of a very fraudulent 
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*^ character which haye recently •ccnrred m Ireland, and to which the atten- 
** tion of the Goyemment was called. I yentore to think that such a measure 
^ can scarcely be said to be 'uncalled for, or opposed to social and commercial 
*' policy/ With respect to the other suggestions for the general improyement 
^ of the law of life msurance, I am disposed to concur in them, but yon will 
^ perceiye that such changes could only oe introduced in a Bill applying to the 
^ whole of the United Kingdom." 



n. — Two important decisions have recently been given by the 
House of Lords. Their practical result may be stated as follows : — 

1. Bankruptcy does not discharge a Debtor from his Liability to 
pay the future Premiums on a Policy^ assigned by him as security for 
a Loan. — See Metcalfe v. Hcunson, 22nd June 1866, 1 Weekly 
Notes, 250. 

2. If a PoUcy is allowed to lapse, and a new Policy afterwards 
granted in lieu of it, the new Policy is not necessarily entitled to 
rank for Profits with those issued at the same date as the lapsed 
Policy. PoKcyholders who apply for new Policies would do well, 
therefore, to have them endorsed with a memorandum that they are 
issued in exchange for the old, and entitled to the same privileges in 
every respect. — See Windus v. Lord Tredegar and others , 10th July 
1866, 1 Weekly Notes, 264. 
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2 ORIGDI AHB HI8T0BT 

About ihat period yarions oontmental writers^ among whom may be 
mentioned the celebrated Pascal^ Fermat, and Haygens, published 
treatises on the general doctrines of probabilities^ but did not touch 
upon the principles of the construction of Life Annuity Tables. As 
pioneers^ however, they did good service, for they opened the way 
by which subsequent writers arrived at practical results. 

2. — One of the earliest applications of the theory of probability, 
was that of determining from observations of mortality,* the average 
duration of human Ufe, and the value of pecuniary interests de- 
pendent on its continuance or &ilm^. This particular application^ 
according to Mr. Hendriks, appears to have been first thought of^ 
or at least attempted to be carried into practical e^Tect, in Holland^ 
by Hudde, and the celebrated Pensionary De Witt; but the first 
tables of mortaUty, with the corresponding values of annuities on 
single lives, were constructed by our distinguished countryman. Dr. 
Halley, and published in the Philosophical Transactions for 1693. 
Still, so far as the adaptation of this knowledge to the purposes of 
Life Assurance was concerned, the various unsound schemes which 
then, and for some time after, were ushered into existence, prove 
that its principles were but little understood. Indeed, as has been 
well remarked by Mr. Babbage, so little was known of the relative 
value of human life, at the time life assurance began to be adopted 
in England, that persons were indiscriminately insured at one 
common rate, without regard either to age or health; so that the 
young paid for the old, and the strong for the infirm,-*-a manifest 
injustice to the young and healthy members. Five pounds were at 
first demanded as the price of assuring a hundred pounds for one 
year on a life of any age ; and, at one establishment, middle aged 
and old lives were not taken even on those terms. This sum was^ 
probably, fixed upon from its appearing that the annual number of 
deaths in London was nearly one in twenty of the population. It 
must soon have occurred to those who wished to have recourse to 
such transactions, that the chance of a person aged twenty dying 

[* Companion to the Almanac, 1838. Ency. Britt 1866.] 



OF LIIB ABSUBA^OS. S 

within any given period, would not be so great as tiiat of a person 
of forty dying within the same limit, and consequently that it was 
not equitable to demand the same rate of premium in both cases ; 
and it must also have appeared, that if a table of the number of 
persons amongst s considerable population, dying annnaUy at the 
different ages of life, could be procured, by its means the relative 
chances of life of persons of different ages might be assigned. 

3. — ^It was not before the year 1780, that the science began to 
assume a practical form. In that year the Northampton Tables of 
Mortaliiy made their appearance. They were constructed by Dr. 
Price, and were designated the Northampton Tables, from being 
based on the records of births and deaths found in the registers of 
the town of Northampton. They extended over a period of forty-sfac 
years. They were quickly used by the Equitable Society as the basis 
on which their calculations for assurances on lives and annuities 
were founded. They were also adopted by other o£Glces, and con- 
tinued to be so, for at least forty years after their introduction. 
They contain, however, some very serious defects. In early life they 
give the expectation of life too low, and at the later ages too high. 
This was to be expected, considering that these local observations 
were necessarily too confined in extent to be applicable to the 
accurate determination of the chances of mortality among the 
general population of the kingdom ; and they soon became obsolete 
in point of time, even for the measurement of the mortality of the 
town or parish from the experience of which they were calculated. 
The Equitable Society, however, and some other ofiBces, still con- 
tinue to adopt the Northampton Tables for the insurance of lives, 
notwithstanding their inaccuracy* has been made evident by the 
results of their own experience, and notwithstanding their knowledge 
of this fact is made apparent by their rejection of these tables as 
the basis for the calculation of annuities. 



* [In 1854 we succeeded in inducing the Legislatnre to prohibit the use of this table in 
measuringlife contingencies for the valuations of Ecclesiastical leases and Enfranchisements. 
(17 & 18 Vict, c. 116, s. 12.) — See our Treatise on Copyhold and Ckuatdi Property Enfran- 
chisements.'] 



4 OBIOIH Ant) mSTOBT 

4.-— *The Tables used by ihe generality of offices at the present day 
are the " Carlisle/' which were formed by Mr. Milne from observa- 
tions made by Dr. Heysham during the years 1779 to 1787, npon a 
popnlation of abont 8,000 in the town of Carlisle. The period of 
nine years, however, was too short to determine the average mor- 
tality of that town ; the popnlation also and the place were too small 
for its experience to be applicable to the whole country. These 
Tables represent the duration of Hfe much more favourably than the 
Northampton, and are at certain ages singularly close to the results 
ftimished by Dr. Farr, from the returns of the census of 1851 ; but 
Mr. Farren remarks with justice that the Carlisle Table of Mortality, 
as is sufficiently well known to all who have used it, and as will be 
inunediately apparent to any one who will take the trouble to cast 
his eye down the column of '^decrement,'' presents much ir- 
regularity. Mr. Milne, its constructor, although he admits that he 
distributed the numbers given by the observations among the sepa- 
rate years of age, by a tedious tentative process, in which he may 
have committed error, seems, nevertheless, to be of opinion, that 
the irregularities may be indications of a law of nature, resulting 
from our structure. 

5. — ^From the yearly reports made to the members of the Equitable 
Assurance Society, the late Mr. Griffith Davies calculated the mor- 
tality among its members, who were select lives, and chiefly males, 
and this Table was confirmed by the investigations of Mr. Babbage 
and Mr. Gompertz. Some foreign Tables have also acquired repu- 
tation. The Tables in general use in France, until the recent ones 
by M. Dumont Ferrand and M. Legoyt, were calculated by M. de 
Parcieux. They are six in number; the first from deaths, mostly 
during the years 1689 to 1696, amongst the nominees of the French 
tontines ; the second, third, fourth, and fifth, from the deaths among 
the monks of certain orders in Paris ; and the last from the deaths 
among the nuns at Paris. The persons from whose mortality the 
last five tables were calculated lived under such peculiar circum- 
stances, as to render the results only good as data to their own 
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class> and in their own time and country. The Kves in the first 
Table were also select] and the experience deducible from them 
was inapplicable to the general population of France even of that 
period. 

6. — ^Incorrect data^ like bad principles, produce a series of evil 
consequences. Upon the Northampton Table the government had 
granted annuities to the extent of £810,000 per annum. For a life 
of sixty, £10. 68. 3d. per cent, annuity was allowed, while taking the 
price of stock to be between 79 and 80 (which is the average of the 
last one hundred years) the annuity ought to have been but £8. lOs. 7d. 
The deferred annuities were granted on still worse terms. The late 
Mr. John Finlaison had the merit of calling the attention of several 
successive Chancellors of the Exchequer to the subject, representing 
that in April, 1827, this loss was advancing at the rate of £8,000 
every week, and during the three previous months had exceeded 
£95,000. The result of this representation was an order to Mr. Fin- 
laison, senior, to proceed to form more correct Tables, and a short 
time after they were completed, the evil was stopped by Act of 
Parliament. 

7. — ^Mr. John Finlaison made his observations over 25,000 life 
annuitants, who had been registered as nominees in tontines, and 
who were chosen by lot from the children of the clergy and 
magistracy throughout the country, extending over a period of 
more than thirty years. His Table exhibited the expectation of 
life as it was in 1825, and as it was a century before that year, 
and discovered a very extraordinary improvement of human life 
in the interval, as well as a great difference in its duration between 
the two sexes. The duration of life in 1825, compared with 
what it was a century ago, was nearly as four to three, and the 
expectation of "a female life at birth to a male as fifty-five years to 
fifty. Mr. John Finlaison also calculated the mortality which prevailed 
during the years from 1814 to 1822 amongst 52,682 Chelsea 
out-pensioners, and 20,210 Greenwich out-pensioners. The ex- 
pectations of their lives were better than those shown by the 
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Northampton Table^ and after fifly they were as good as ikose on 
the Carlisle Table : iihese lives (thongh many had suffered from 
serrice in foreign climes^ and had received severe wonnds,) being 
for the most part originally good^ were considered by Mr. Finkison 
as better than those of mechanics or labourers in general. Upon the 
whole the Tables thus firamed by Mr. Sobn Finlaison were valuable 
in general^ and were certainly serviceable to the government. 

8.— The Carlisle Tables^ notwithstanding their irregolarities^ do 
not, as has been before observed, very greatly differ in result from the 
Life Tables constructed by Dr. Farr for flie Registrar-General. 
These Tables (consisting of three) were computed from observations 
deduced fi*om the records in the various parishes throughout Eng- 
land, and necessarily give an accurate approximation to the duration 
of life in this country. The first Table, called the English Life 
Table No. 1, was based upon one year's observation alone; No. 
2, extended over a period of seven years ; No. 3, distinguishes be- 
tween male and female lives, and is based on the experience of 
seventeen years.* All the Tables, however, agree v«y closely. 

9.-^The natural desire of persons to provide, in times of comparative 
prosperity, against privations attendant on adverse circumstances, 
led to the formation of assurance companies, which were early 
recognised as the safest and most advantageous mode of effecting 
that object. The experience of more than a century and a half, and 
the great success of assurance institutions during that period, have 
not only established the soundness of the principles involved, but 
confirmed, beyond doubt, the fact that they offer one of the most 
legitimate mediums, by which careful and thrifty persons can invest 
their savings in such a way as to secure a large contingent profit, 
with the least possible risk. 

* [In addition to the Tables of Mortality, based on actoal experience, wbich we haTe 
enmnerated, seyeral f omrnls have been snggested, by varions investigators, as representing 
a general law of mortality. Of these the most worthy of remark is that originated by the 
late Mr. Gompertz. Some account of these theories will be found in-ft valuable biographical 
memoir of Mx. Gompertz, by Mr. M. N. Adler, a rising actuary of great ability. See tibe 
Amarcmce Magazine^ Apnl, 1866.] 
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When the first Life assnran6e office was founded at the early part 
of the last century^ considerable distrust for a long time existed in 
the pubHo mind respecting the safety of a society, which undertook 
to guarantee a definite large sum payable to an assurer's family, 
whenever he should die, in consideration of a small annual payment 
to be made by him during his life. But when years passed away, 
and the scheme so far from becoming a failure, met with extraordinary 
success, the feeling towards it changed, and in all directions new 
societies began to spring up, which sought for and soon obtained a 
remarkable amount of business. The foundation of every species of 
Assurance is the experience of the laws of average, and the object of 
every application of the principle is to secure the benefit of the 
average to the individual. Hence, while nothing is more uncertain 
than the duration of an individual hfe, noising, it would appear, is 
more certain than the average life of a generation. In the same age, 
and in the same country, it is true, the rate of mortality may be 
affected by epidemics, scarcity of food, and other causes, but these 
influences are speedily counterbalanced : an intense vitality succeeds 
these periods of death, and the aberrations &om the recorded laws of 
mortality of one period, are the measure of the counter-aberrations 
which mark the period following. 

There can be no doubt, that one of the most happy ideas of 
modem times is the great discovery in social science of the mode of 
neutralising, by Life Assurance, the risks arising from the uncertainiy 
of human life, by distributing theifi amongst large numbers. This is 
attained by means of the combination of several small annual sums into 
a whole, large enough to allow of its increment by compound interest ; 
thus securing a future payment on account of each small annual one, 
much greater than the amount, which could possibly be obtained (as a 
rule) by any application of such small sum taken by itself, even if it 
were certain to be paid regularly until the end of the average term 
of human life. Every year, every day, the value of this idea and the 
extent of its applicability are becoming more and more perceptible.* 

* Parliament itself has given some proof of its appreciation of the social and political 
advantages of Life Assurance, in the Bemisnon of the Income Tax on money paid as 
premiums on the life of the assurer or his wife, (by s. 64 of the Income Tax Acty 16 and 17 
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10.— Upon Uie fomiation of a Life ABsnnnoe Society (assuming 
that a safe law of mortality lias been selected)^ it is dear^ that one 
of the first things to be done is to assess the rates of annual or 
other periodic contributions upon sadli a principle that not only 
reasonable expenses of management may be provided for^ but also 
that ereiy possible excess of early mortaUiy among the members 
beyond the average of the whole population (according to the 
data by which the fundamental Table of MortaUiy had been 
constructed) may be met by a marginal fund. Hence it has 
been customary to charge a somewhat higher premium per cent. 
than that shown as necessary by the Table of Mortality ; and this 
reasonable precaution operates without injury to those whose families 
benefit by the policies of assurance in case of premature death; 
whilst those subscribers who survive beyond the tabular average of 
life have a compensation by way of Bonus in case the institution 
meets with no greater degree of mortalily than the marginal fond 
had provided for. 

This increase to the pure premium is called the loadings and 
usually ranges between 20 and 30 per cent. Experience^ however^ 
has proved that in the earlier years of a socieiy^s existence the 
loading alone is usually insufficient to cover expenses.* 

11. — ^The safety of a new society, professing to assure its members 
against the loss attending any contingency, requires either that the 
number of its members be at starting, so large as to provide for all 



Vict c 84. See Part n. p. 62,) to the extent of one-sixth of his annual income. This is 
actoallj a surrender hj the State of no inconsiderable amount of present revenue in the 
endeavour to extend a practice considered to be valuable, not onlj to the individual assurer, 
but to the conmiunitj at large. 

* [The composite nature of the Premium for an Assurance Policy is understood and well 
illustrated by that brilliant writer, M. Edmond About, in an interesting little brochure, 
"Xe* Questions d* Argent: V Assurance,** lately published by him, under the editorship o! 
M. Eug^e BebouL M. About says: — "Qnand vous placez vos Mens sous la protection 
d'une Compagnie de capitalistes armes centre les coups du sort, vous dtes dihnent averti que 
votre prime servira "k trois choses : — 

<< 10. — A couvrir les sinistres qui tomberaient sur vous et sur les autres assir^. C'est la 
solidarite pure ; 

<t 2^ ^A couvrir les frais d'une administration assez complexe ; d^pense rationnelle et dont 

la mutuality la plus d^int^ress^ ne vous pr^serveraient pas ; 

*< 3^— A ennchir tribs-probablement les capitalistes qui vous ont garanti la possession de 
votre bien.**] 
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possible aberrations in the law by which the occurrence of the assured 
contingency is supposed to be regulated, or that a protective capital 
be paid up, or ready at call, to secure the society from inconvenience 
or chance of failure. In general such a capital is rarely paid up but 
in part, and the protection consists mainly of the personal security 
of a number of shareholders, collectively making themselves answer- 
able for the engagements of the society. In cases where it is 
proposed to insure some new and untried risk, a sufficient paid-up 
capital is plainly essential. It is well known that whatever pains 
may be taken in such a case to procure facts and deduce proper 
tables, there is always a risk that the experience of the office may be 
at variance with the facts of the tables. When, for instance, the 
general conclusions, drawn from the mortality of towns, were first 
applied to the insurance of life^ it was a risk of unknown amount, as 
to whether the lives of those, who would come to insure, would be of 
the same class as those from which the tables were made. They 
might turn out better, or worse. The risk has beeu tried, and found 
to be in favour of the offices ; but in another speculation of another 
kind, the same species of risk might give a contrary result. 

For the well working of a new society it is requisite, therefore, 
that sufficient capital he paid up to defray expenses and contingencies 
for, at least, seven years ; so that no delay or inconvenience may arise 
to check the business. After such revolution of time, an assurance 
business, if it has been prudently conducted, will protect itself. 

12. — The Life Assurance Offices now transacting business may be 
divided into two principal classes, viz., mutual and proprietary. A 
mutual society consists simply of a common fund, raised by the 
policy holders themselves out of the premiums they pay, from which 
the policies, as they become claims, are settled ; the profits arising 
from the business being divided among policy holders only. A 
proprietary company consisted originally of a number of persons, 
who subscribed a capital wherewith, in consideration of the premiums 
paid by the assured, the directors and proprietors guaranteed to pay 
a certain fixed sum on the death of the persons so assured, the 
policy holders surrendering the advantages of participation in the 

c 
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profits of the btudness. But this total exclnsioiL of policy holders 
from participatioii in profits prevailed only among the earlier pro- 
prietary companies. Now, and it has been the case for many years 
past, most proprietary companies admit their policy holders to a 
very liberal participation in the profits. Companies thus constituted 
were said to be established on the mixed system, and they were 
formerly called mixed companies ; but as there are few proprietary 
companies now which are not of a mixed character, combining the 
principles of mutuality in one sense, and of guarantee in the other, 
the distinction is superfluous. 

13. — ^There is another medium for Life Assurance of which some- 
thing should be said in this place, viz. : — ^the Government Life 
Assurance Department, established in 1865, in connection with the 
Post Office, carrying into eflTect the principal provisions of the Bill 
introduced by Mr. Whitbread in 1807, which we were the first to 
♦recall to public attention, by our Treatise on Savings Banks. 

The Policies granted by this Department are limited to sums 
between £20 and £100. The first Statement of Account has recently 
been made public, from which it appears that on the 31st December, 
1865, 544 Policies were in existence, assuring £40,000, at annual 
Premiums of about £1200. This is certainly not so large a result 
as might reasonably have been expected, and probably arises from 
the unwise restrictions with which the scheme has, contrary to the 
best advice, been hampered. One circumstance cannot be remarked 
without very great regret, viz. ;-^-that on these 544 Policies, the 
amount paid for Medical Pees appears to be only £13. 7s. 6d. If 
lives are accepted without examination, to save expense, that is 
indeed false economy ; — ^for much more may be lost by the acceptance 
of deteriorated lives as good, than can possibly be saved in Medical 
Fees. (See Note, Part 2, p. 3.) 

14. — Much has been said as to the injurious effect of so many 
Assurance Societies having been formed of late years, when 
so few really transact any large amount of business. But the mis- 
chief, if any, is confined to those societies, the non-success of which 



* [In 1848, we submitted a clause for insertion in the Friendly Societies* Bill of tiuit 
ar, to enable the Government to grant Assunu 
usiness prevented its being then proceeded with.] 



year, to enable the Government to grant Assurances up to £200, but the state of public 
busii 
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is attributable to their having been founded^ either without a good 
connec5tion, or with insufficient paid-up capital to defray the expenses^ 
that are necessary to establish properly any institution of im- 
portance. All persons^ whose opinions on insurance matters are 
worth noticing^ are agreed that the field for business^ as yet 
unknown, is so vast and increasing, as practically to leave room for 
many more companies than now exist, allowance being made for 
the great number that have lately amalgamated. Indeed, it is a 
well-known fact, that not much more than a quarter of a million of 
persons have been assured in the United Kingdom out of a population 
which at the present time numbers about thirty miUions. This is 
conclusive evidence, either that the public do not yet fiilly understand 
the advantages arising from the assurance system, or that the majority 
of existing companies, from the manner in which they conduct their 
business, do not meet the practical requirements of the people. 

As to the prosperity of Assv/rance Offices. — The position of the 
majority of existing Assurance societies is, indeed, satisfactory, if 
they be regarded only in their character as com/mercial associations. 
It is certain that they have met with unexampled prosperity from 
the precaution, which has been exercised, of charging a considerable 
margin in favour of the society over the mathematical value of the 
risk attending the assurance of any life, and from the profitable and 
judicious manner in which the premiums, in general, are invested. 
Hence it has followed as the result of the experience of upwards of 
a century and a-half, that no commercial undertaking has surpassed 
a soundly constituted assurance office in the steadiness with which 
its prosperity and consequent profit have increased, where judgment 
and care have been exercised in the management. 

15. — ^In order that a Life Assurance Society may be successful — 
that is, may fulfil its promise of paying to the representatives of 
every life, on decease, the amount of the policy, without drawing 
from any other fund than the premiums received from assurers, and 
the interest obtained on the same — ^various circumstances, it is 
evident, must concur. These are : — 

(1.) That the premiums of each member be sufficient to pay his 
share of the expenses of the institution, after setting aside the 
amomit required to be accumulated according to the law of mortaUty. 
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(2.) That the law of mortality shall accurately represent — or, at 
least, not exaggerate — the probable future existence of the lives assured. 

(3.) That there be a sufficient number of assurers in the society to 
form an average, and ensure the proper distribution of risks. 

(4.) That the premiums be invested on such securities as shall 
produce at least an equal amount of interest to that involved in the 
tables, without danger of loss from depreciation in value when they 
come to be realised. 

Inattention to, or inability to carry out, the above principles, has 

been no doubt the cause of the insolvency to which several societies 

have of late years been brought. 

16. — There is no subject in connection with the business of a Life 
Assurance Society so difficult, or so little understood, as the prin- 
ciples upon which profits should be estimated and divided. In 
order to ascertain the real position of a society, periodical valuations 
ought to be made by some one competent to form a sound opinion on 
the subject. Many boards of directors are in the habit of dispensing 
with such valuations, too frequently contenting themselves with 
estimates made by subordinate officials, naturally ready to have faith 
in a favourable view of the concern from which they derive their 
means of existence. The result of this neglect is, that under 
delusive notions of profits. Bonuses have been frequently declared, 
which neither the experience of past operations, nor a judicious 
estimate of the contingencies affecting the future, would justify. 

. 17. — ^The profits on assurance business arise from several sources, 

viz, : 

(1.) From the margin or loading charged in the premiums being in 
excess of the net tabular rates, calculated from mortality tables. 

(2.) From the deaths occurring at later periods than were anticipated 
producing a saving in the interest of money. 

(3.) From the reaUzation of a higher rate of interest upon invest- 
ments than that on which the tables of premiums were based. 

(4.) From the lapsing of the policies, or the surrender of them on 
terms favourable to the office. 

J5.J From gains on non-participating policies. 
6.) From the amount expended in me management being lower 
than that provided for ; and, 

(7.) From the careful selection of lives. 

1 8. — ^If an office require a valuation of its affairs simply with the view 
of determining its position, then the valuation may be made by full 
office premiums — that is, by the premiums actually paid by assurers 
— and the result will show the present value of all the premiums 



i; 
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receivable by the office on the policies to the end of life, as com- 
pared with the amounts payable on the policies as they become 
claims. But when a division of profits is contemplated, the valua- 
tion ought to be made by the net premiums, since the profits 
actually realised from the past payments of the assurers up to the 
time of valuation are alone divisible. The former method of valua- 
tion — that is, by gross premiums — ^would obviously contain, not 
only the profits realised in the past, but would absorb all the present 
value of the margin not yet received for profits, expenses, and con- 
tingencies in the future. From a valuation by gross premiums, 
therefore, there must at least be deducted the present value of the future 
expenses, which might be estimated from the average expenses of the 
five years preceding the valuation, and the reserve for future Bonuses. 

19. — The following is an example, given by an experienced Actuary, 
of the fatal results, in a very old office, of treating as realised profits 
the present value of the margin in the office premiums receivable in 
the future : — 

" In the year 18 — , the directors of the society declared a Bonus 
of some £300,000, no doubt imagining that the state of their finances 
fully warranted them in doing so : the account of the state, however, 
was not forthcoming afterwards, when another investigation was 
made anew under the auspices of regularly appointed Examiners, who 
reported that the Surplus fund of the society appeared to be only 
£44,469. 2s. Sd,, viz.,— 

Assets . . £3,053,069. 85. 7d. 

Liabilities . £3,008,600. 5s. lid. 

and that the present value, at the second investigation, of the old 
bonus declared, was no less than £170,529. 4s. lief. — nearly four times 
the whole surplus. By the declaration of bonus in 18 — , therefore, 
the members were actually induced to draw upon the subsequent 
transactions of the society to the extent of £126,060 ! Nor was this 
all : — the valuation of the Examiners on the second occasion bears 
internal evidence of contaioing the whole future profits to be expected 
from the older policies existing since 18 — ; and thus the Declaration 
of Bonus, besides absorbing the whole future profits of the class who 
were to draw it, made off with an immense sum out of the contributions 
of expected members and with everything in the shape of guarantee 
fund. The effect of this on the future affairs of the society is just 
what might have been anticipated: for we find that, seven years 
afterwards, the state of matters, according to the report of the same 
Examiners, stood thus : — 

Assets . . £3,780,927. 2s. 2d. 

Liabilities . £3,765,530. 6s. Id. 

Smplus £15,396. 16s. Id. 
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in which surplus was included the then present value of the whole 
profits to be expected from the policies current at that date ; so that, 
besides the prc^t actually received between the two valuations, the 
entire profits on the transactions current at the latter date, and all 
previous accumulations, have been absorbed bj this Bonus ; — ^f or the 
trifling surplus of £15,400 may be disregarded. Were the yet un- 
realized profits (dependent on the marein of premiums receivable in 
the future) to be struck off, a very large Deficit would make its 
appearance, instead of a surplus of £15,400. 

*' No one would accuse the manager and directors of this society in 
1^— of intentional inequity ; there can be no doubt that they acted 
conscientiously according to their ideas and information; yet no 
one can deny that they committed a veiy serious eiTor, and that, 
by holding out this large bonus, they allowed new members to 
become bound for, and eventually to pay it." 



20. — The following Table exhibits the extent of the error com- 

mittedj when the premiums paid are represented as creating large 

profits : — 

Tablb, 
Showing the amoimt that a net Annual Premium of £1 mil assure at the death of a 
nersan of anv given age; or, the amount to which an Annuitj due of £1 will 
be equivalent by the end of the jear of his death. 

(8 per cent, interest, English Life Table, No. 2.) 



Age 


Amoimt 


Age. 


Amoant 


Age. 


Amoant 


Age. 


Amount 





£48.901 


28 


£58.789 


46 


£29.643 


69 


£10.480 


1 


64.804 


24 


67.816 


47 


28.578 


70 


9.899 


2 


76.119 


25 


65.904 


48 


27.630 


71 


9.391 


8 


80.976 


26 


64.605 


49 


26.499 


72 


8.906 


4 


84.408 


27 


63.119 


60 


26.484 


78 


8.444 


5 


86.268 


28 


61.745 


51 


24.486 


74 


8.003 


6 


86.785 


29 


60.385 


52 


23.502 


75 


7.684 


7 


86.167 


80 


49.037 


53 


22.633 


76 


7.186 


8 


86.162 


81 


47.704 


64 


21.677 


77 


6.809 


9 


83.719 


82 


46.385 


55 


20.685 


78 


6.461 


10 


82.042 


83 


46.081 


56 


19.704 


79 


6.113 


11 


80.082 


34 


43.792 


67 


18.794 


80 


6.794 


12 


77.969 


35 


42.619 


68 


17.928 


81 


5.493 


18 


76.881 


*36 


41.262 


69 


17.102 


82 


6.208 


14 


73.705 


37 


40.021 


60 


16.310 


83 


4.941 


15 


71.769 


38 


38.798 


61 


16.660 


84 


4.689 


16 


69.708 


39 


87.692 


62 


14.820 


86 


4.462 


17 


67.810 


40 


36.403 


63 


14.117 


86 


4.229 


18 


66.099 


41 


35.232 


64 


13.441 


87 


4.020 


19 


64.564 


42 


34.078 


65 


12.790 


88 


8.824 


20 


68.087 


43 


82.943 


66 


12.164 


89 


3.640 


21 


61.625 


44 


31.825 


67 


11.662 


90 


3.467 


22 


60.176 


45 


30.725 


68 


10.984 







* EzAJCFLB. — Suppose a Profit Policy for £1000, to be taken out at age 30, at a Premium 
of £24. U. 8(f. a year, then, at age 36, the net Premiimi, required to meet the risk upon the 
life, will exceed the full office Fremimn. 

N B. — The reciprocal of the figures in the above Table is the Net annual premium to 
assure £1, payable at death. 
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This Table will, also, serve as a guide to the Free Policy, which 
might be granted ini^ad of a Cash Surrender Value, — 

By the following Bule : Multiplj the office preminin, being paid under the Policy, bj the 
value given in the above Table at the present age of the life, and deduct the result from the 
amount assured. — Thus, for a non-profit Policy of £1000 taken out at age 80, at an annual 
premium of 4^22. 6ff. Sd, after ten years existence a Free Policy of £187 might be granted : 
and, on such an assurance, it would never be safe to give the privilege which has l^n held 
forth by some offices, of a Free Beversionaiy Policy equal to the amount of premiums paid ; — 
while on a non-profit Policv for £1000 taken out at age 20, at an annual premium of 
£17. Is. 8dl, it would be in favour of the office if the Policy were dropped at any time after 
more than 12 or less than 46 years' duration. See page 25, chapter 2 herein. 

21. — The periods of division of profits adopted by o£Glces vary 
considerably. Some divide every seven years, some every five. 
One, however (the Equitable), divides every ten years only; others 
have annual divisions. Professor De Morgan says : ^^ The valuations 
should, if possible, be made yearly. No check which can be devised 
is BO likely to be useful as yearly valuations ; and it is absolutely 
necessary to any system which gives the real amount of profits 
to the assured.'^ In this we do not concur. The fluctuations, to 
which Assurance Societies are subject, render an annual valuation 
not only misleading in respect to results of the calculations, but also 
morally injurious, by causing disappointment to the members, and 
this again reacts upon the influx of new business. No period of 
valuation short of Ave years allows sufficient time to obtain a proper 
average of experience. 

22. — ^Where there is an interval of five, seven, or more years 
between the periods of valuation, cases will not unfrequently occur, 
of persons dying shortly before the period for distribution of profits, 
and thus, although they may have paid four years out of five, or 
six years out of seven, losing all claim to a share therein. 

This appears to be an injustice ; and in order partially to remedy 
it, some offices adopt a plan called the ^^Prospective Bonus^^ system, 
by which a portion of the profits at each valuation is set apart for 
addition to the Policies which become claims before the next valua- 
tion takes place, the addition being computed in proportion to the 
amount of premiums paid since the previous distribution took place. 



23 



. — ^In our opinion, however, the payment of a Bonus to the 
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assured is only proper or desirable where he has paid np in 
office premiums^ with interest^ the amount of his policy. It is 
obvious that the representatives of one^ who dies before he has 
paid in that amount^ can have no right to complain^ as they^ at leasts 
receive more from the society than he has contributed to it ; and if 
it be averred^ that the rate of premium charged exceeds the mathe- 
matical measurement of the contingency, the answer would be, that 
such margin is added partly to pay expenses, and partly to form 
a *fiind not only for fiiture contingencies, but, also, as a means of 
compensating by Bonuses those subscribers whose payments may 
eventually exceed the pecuniary benefit they have assured for. 
There is something absurd in the prevalent system, by which those, 
who enter a society at an age when they are calculated as likely to 
live a considerable number of years, and are charged in consequence 
but a small premium of £2 or £3 per cent, yet, on dying prematurely, 
leave to their families not only the amount of the policy, but a goodly 
sum in Bonus, out of profits, that have arisen from the subscriptions 
of other members, and to which they, by dying, cannot by any 
possibility have a rational claim. An instance occurs to our mind of a 
gentleman, who insured in an office in the month of April 1845, for 
£500, at an annual premium of £11, and was agreeably astonished to 
receive a circular in May of the same year, informing him that, by 
his payment, he had contributed to the profits of the society to such 
an extent that they were enabled to declare him a bonus of £10. 15^. 

An assurance society may have made profits on the aggregate of 
its transactions without a particular member being in a position to 
say that he ought to receive a bonus ; for if the question be asked^ 
which members are entitled to allowances on account of profit, the 
answer can only be — those, who, in the greatest degree, have con- 
tributed to the prosperity of the association, and have not made it a 
loser by the contingencies of their own existence. 

If things be called by their right names, and the word ^^ profit '* 
be used in its ordinary sense, nothing could be more untrue than 
that the new member, of the society we have referred to, was entitled 

 [In fad, some portion of the margin is added for the * moral expectation,' that in each 
tingle case the estimate made of the ^mathematical expectation' may prove insufficient,'] — 
{See chapter in the Mathematical Appendix on this subject.) 



ON BONUS DIVISIONS. 17 

to the bonus allotted to liim : the real fact ^as, that his policy 
having been effected just within the close of the period of a Bonus 
Division, and a valuation of the society^s affairs, about that time, 
having probably shewn profits on the aggregate, the new member 
was presented with a Bonus that others had contributed to create. 
No stronger illustration could be required of the impropriety of the 
present system ; and much would be done to place Assurance OflOices 
on a sound footing, if it were put an end to. 

24. — ^When a Valuation, that has been made of the affairs of a 
society, shows a Balance of Assets over estimated liabilities, the 
rateable proportion, that belongs to all policies which have not been 
paid up, should be carried to the Guarantee Fund. As soon as such 
policies have ceased to exist, or have attained the required condition, 
the reserves, which at various times have been made for them, may be 
removed from the Guarantee Fund, and made available for division by 
way of Bonus. Those that die too soon ought to be content with their 
representatives being paid the amount of their assurances : those that 
live beyond would receive Bonuses out of the reserves in the Guaran- 
tee Fund, as a compensation for having paid during a longer term. 

The above principle is eminently conducive to the safety of an 
assurance office ; for aU Valuations are but estimates of probabilities 
of the duration of lives, and although, mathematically speaking 
from Tables of Mortality, a profit may be shown, yet there is a Moral 
chance of loss by aberration, which requires a society to see out a 
large portion of the existence of a group of lives before it can actually 
pay away profits. It cannot by anticipation be secured that the 
majority of them will live up to, or over, the average expected t^rm, 
or that the present profit may not be neutralized by future loss. 

This plan would practically be, in the long run, more beneficial 
even to the assured, as a smaller Guarantee Fund would in the 
aggregate be required; since the Bonuses on the policies, that have 
ceased before their time, would merge into the general profits, and 
be improved with the other investments. The shares of those, who 
survive, would be very much larger than under the ordinary system 
of allotment in practice, whether applied in the form of a reversionary 
sum payable at death, or to the extinction of premium. 

D 



18 ON BONUS DIVISIONS. 

25. — As to Increasing Bonuses. — ^If the plan above recommended 
be objected to, as deferring too long the gratification of the eager 
desire of the assured to participate in the profits of a society, we 
would suggest the following method of apportionment, as about the 
next best to be adopted, viz: — To convert the estimated present share 
of each Policy in the profit shewn in the balance sheet at any valuation 
period, into an equivalent Increasing Reversiona/ry Bonus, payable at 
death, proportioned to the number of years the life survives the 
allotment, instead of into a Fixed reversionary sum. The calculation 
would be as easy as in the method at present practised. It would 
be simply necessary to divide each share by the value of an increasing 
assurance of £1, instead of by the value of a fixed assurance of £1. 
In like manner^ if preferred, there might be allotted, instead, an 
increasing reduction of premium^ for which the only change in the 
calculation would be the division by the value of an increasing 
annuity dv£ instead of by the value of a constant annuity due of £1. 
[/See tfie Mathematical Appendix for the Formuloe,^ 

26. — Another form of Bonus division for whole Life PoHciea, 
payable at death, which was first introduced by the Briton Life Office, 
and has of late become exceedingly popular, is that of applying the 
profits to the extinction of the later Premiums on the Policy, and to 
making the amount payable during the Asstffed^s lifetime, if he live 
to attain a calculated age. This is effected by applying the first 
Bonus to fix a future age at which the sum assured is to be payable, 
instead of waiting till the extinction of the life, and the subsequent 
Bonuses gradually to bring down the age of payment earUer. We 
have given simple formulae for calculating divisions of Bonus on this 
principle in the Mathematical Appendix. It is equivalent, of course, 
to converting the Policy into what is called an Endowment Assurance, 
and it removes many of the objections to an ordinary Whole Life 
PoHcy. Messrs. Wright and Sargent, the able Insurance Com- 
missioners of Massachusetts, have remarked with some justice that, 
as an average fact, substituting endowment for the insurance of the 
latter part of life, is substituting a good for a positive evil ; that life 
insurance, as it exists iu Whole Life Policies, is not on the whole a 
blessing, or that it is not worth, even in that shape, all it costs. 
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In the decline of life, the combined conditions of continued payment 
of premiums till death and the nonpayment of the sum assured till 
the event occurs, become exceedingly onerous, and where the income 
of the assured is reduced, the annual payment is sometimes impossible. 
In consequence of these views, the system of Endowment Assurance 
has received of late considerable expansion in that state : and it is clear 
that a system, which affords an Endowment Assurance at no greater 
cost than an ordinary Profit Policy, is of very great advantage. The 
principal practical objection is, that at the successive divisions of profit, 
disappointment is likely to arise from the undue expectations of the 
Assured, who will not see that the number of years to be taken off at 
each division must relatively diminish as the time of payment of the 
Policy approaches. 

27. — ^A collateral subject, in which the security of a Life Assurance 
Office is very considerably involved, is that of the limit of risk which 
it is safe for the Company to undertake upon a single life. When it 
is not likely to have groups of lives about the same age, a lower 
Amount of risk should be undertaken as the ages of the lives pro- 
posed are greater, so that the present values of the Moral expectation 
of the current risks may not be greatly unequal. In the Mathematical 
Appendix we have suggested a principle of calculating (in the absence 
of materials for accurate theoretical measurement) the relative amounts 
assurable at various ages, proportioned to the number of premiums 
that are likely to be received on each Policy. 

The following Table will serve as a rongh practical guide, taking a basis of £1000 at 
age 30, as the limit or maximum of Assurance to be kept, and shews the 



Age. 


Limit of Asanrance Risk to 
be kept at each age. 


Age. 


r.lmlt of Aasurance Bisk to 
be kept at each age. 


30 
35 
40 
45 
60 
65 


£. 
1000 
945 
883 
820 
745 
653 


60 
65 

70 

75 
80 


£, 

669 
482 
395 
317 
261 



If the amount at 30 be greater, say £3000 or £5000, the corresponding amounts at the 
other ages wiU be proportionately increased. A similar principle applies to the insurance 
of childrens* lives or other «pecta/ risks. 
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The amoiints set. forth in the above Table mighty of course, be 
modified if the society obtained a large number of risks on old lives, 
sufficient to form of themselves an independent average; but as a 
general role, it will be found that most offices receive fewer Proposals 
on old lives than on young ones, and this circumstance has been taken 
into consideration by us in recommending, for guidance in all ordinary 
cases, the proportions above stated. Other methods of determining 
the relative proportion of liinits will be found in the Appendix. 
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Applications of Life Assvrcmce^ and Practical Amendments. 

1. — ^Life Assttrance is especially usefiil in the following cases : — 

(1.) To Husbands and Fathers: to make p3X)vi8ion after their death 
for their Widows and Children. 

(2.) To the Young : to make provision for themselves during their 
declining years. 

rs.^ To Parents: to provide Endowments for their children. 

(4.) To the Possessors of Entailed Estates : to provide for the younger 
branches of their families. 

(5.^ In Marriage Contracts: to secure the terms of Settlement. 

(6.) To Creditors: to compensate for the loss which the death of 
their Debtors might occasion. 

(7.) To Borrowers: to secure in case of death a Fund to repay the 
Loan. 

(8.) To the Holder of a Lease dependant on a Life or Lives: to pro- 
vide a Fund to meet the Fine, Increase of Rent, or Loss of Capital, 
which may ensue. 

(9.) To Expectants of Property in Beversion: to assure a portion of 
it against Contingency. 

(10.) '^o Purchasers of Annuities on the Lives of others : to secure the 
Capital sunk. 

(11.) To All who have a Pecuniary Interest in the existence of a Life: 
to guard that Interest from loss through death. 

2. — Among the collateral purposes, to which Life Assurance 
may be rendered applicable, is its combination with Fidelity or 
Guarantee Assurance. Gnarantee Societies have been established 
for the purpose of obviating the defects incidental to private suretyship. 
Instances have constantly occurred in which persons of respectability 
have been obliged to forego excellent situations &om either the 
great difficully of obtaining security, or a repugnance to place their 
relations or Mends under the obligations involved therein. Now a 
Guarantee Society undertakes on the annual payment of a small sum, 
to make good, in case of default by fraud or dishonesty, any losses 
which may be sustained, to an amount specifically agreed upon, thus 
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obviating the necessity for private sureties^ and doing away with a 
system which often proves prejudicial to the best interests of the 
employer, 

A pure Guarantee Society is argaed to be defective in one respect : — 
that it does not tend^ as is the case with private suretyship^ to 
discourage dishonesty in the employed. Persons, it is said, who 
would shrink from the commission of a dishonest act when their 
misconduct would bring disgrace and ruin upon friends and relations, 
would care but little as to the pecuniary loss inflicted on a Society. 
The union of Life with Fidelity Assuranoe, if it does not furnish a 
perfect remedy to this defect, is considered to diminish it. The 
Policy of Assurance, when conjoined with that of Ghiarantee, is 
made payable on the death of the Assured, but on the condition 
that he remain honest during life. The additional expense of the 
Life PoUcy is comparatively trifling, m two risks dependent on each 
other can always be assured at a cheaper rate than when taken 
separately. When a man takes out a Life Pohcy he is usually 
anxious to keep it on foot for the sake of his family, or for other 
purposes, and will not readily do that which jeopardizes its forfeiture. 
The union of Life with Guarantee Assurance, therefore, operates as 
a check to dishonesty, and gives additional security to employers by 
the contwigent seif interest involved in the Policy of Life Assurance 
on the part of the employed. 

3. — ^While admitting the various uses to which Life Assurance 
is applicable, and the peculiar advantages which in many respects it 
ofiers for purposes of investment, the fact must not be lost sight of 
that the retention of them is dependent on the frilfilment of 
certain conditions by the assured, among the chief and most 
important of which is the payment at regular fixed intervals of 
the premium. Instances often occur where persons assured, as they 
advance in years, and their means of existence begin to diminish, 
find it impossible to continue that regularity of payment as regards 
the premium, which is the fundamental condition insisted upon by 
most offices, and in default of which forfeiture of the benefit ensues. 
Under such circumstances Life Assurance cannot be strictly re- 
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garded as a certam means of inyestment. It is true that when a 
poUcy has been in existence some yearn, it possesses a certain 
monetary value, and most offices are willing to purchase it. The 
amount given for surrender, however, is comparatively small ; and 
even where the fuU office value of the policy is offered, it is in most 
cases no compensation for the loss of a benefit which it may have 
taken years of struggle and self-denial to retain. All who have had 
opportunities of hearing the objections most frequently urged against 
Life Assurance are ready to admit that this is a serious obstacle to 
its extension. On the other hand, it must be borne in mind that 
the moment a premium is paid, the company is on the risk, and may 
the next minute have acclaim for an amount far exceeding that paid. 
No feeling of sympathy, therefore, with those who either lose or are 
obliged to surrender their policies from inability to continue their 
premiums, should place out of sight the fact, that the prosperily of 
the company would be jeopardized if the periodical recurrence of 
these premiums could not be calculated upon with some degree of 
certainty. 

4. — Some persons object to invest their savings in policies of 
Life Assurance, because they are obliged to pay the premiums 
by fixed sums, and at stated intervals, contending that while one 
year their circumstances might enable them to pay a large amount 
and at a period perhaps before the premium fell due, another year 
they might not have it in their power to pay more than a small sum, 
and that at a time later than the period fixed by the office. 

Again, where policies are effected on the lives of other parties 
(as by creditors on the lives of debtors), objection is raised, that if 
the creditor die before his debtor, his family may not be able to 
keep up the policy, and the premiums paid may be lost. 

Another objection to Life Assurance arises from the apprehension, 
that the policy may after death be disputed on account of some error 
having been inadvertently made in the proposal, which forms the 
basis of the contract between the assurer and the assured. This 
feeling no doubt has deterred and does deter many from effecting 
assurances on their lives. 
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5.— These objections are not altogether groundless^ Yet^ although 
they may be to some extent obviated^ they cannot be entirely 
removed; much has been done of late towards lessening them^ and 
with this view the following plans were devised by us in 1846 : — 

1. The Suspension Principle, — Should the assured from unforeseen circum- 
stances be unable to pay a premium, permission is given, on application 
to the directors, once (or oftener, should the value of the policy at the 
time of the application be sufficient), to suspend the payment. This 
privilege, however, is usually only granted where at least three premiums 
nave been paid, and the poHcy has been taken out for the whole term of 
life. Interest at the rate of £5 per cent, is required to be paid annually 
on the suspended premiums, which remain a debt upon the policy till 
discharged, to be deducted from the amount assured on its becoming a 
claim. This regulation is a great boon to many. It has often prevented 
valuable policies on which large sums have been paid from being put up 
to auction and sold at a ruinous loss. 

Instances are not wanting of the benefits conferred by the Suspension 
system, a system which some years back was adopted by but few offices. 
In 1847, among the numerous failures, a leading firm became bankrupt, 
and the services of its officers being no longer required, they were dis- 
missed. One, who had been twenty years in a high confidential appoint- 
ment in that firm, partook of the general misfortune. He lost thus 
suddenly a liberal income, relying upon the continuance of which he had 
effected assurances to considerable amounts in several companies. Not 
being able to make the renewal payments for 1847, he applied to each of 
the offices for permission to suspend the premium for twelve months, but 
the replies he received from all but one were unfavourable. All his 
policies, therefore, but one, dropped, and were lost to his wife and chil- 
dren. The other was allowed to continue in force. "Within twelve 
months the excellence of the character he had secured by past meritorious 
services, added to his qualifications, brought him again into good employ, 
and he was enabled to keep up the suspended policy. By the rules of the 
other assurance offices, ne could within six or twelve months have 
possibly revived his policies, on paying a fine for their having lapsed, 
provided his health had continued unimpaired. But, unfortunately, as so 
frequently happens, that health, which had been excellent some years 
previously when the assurances were effected, had been deteriorating for 
some time, and the sudden failure of the firm in 1847, with its attendant 
anxiety, had militated against its improvement. The medical officers 
could not advise their boards that the life was re-acceptable, or that the 
poUcies should be revived. He thus lost for his family, by temporary 
pressure arising from temporary loss of employment, in all but one 
solitary instance, the assurance protection which he had for many years 
struggled anxiously to secure for his family. 

Other examples might be mentioned, such as that of an eminent con- 
tractor, whose assurances, to upwards of £38,000, were perilled in that 
same year by the difficulty of making the renewal payments, to meet 
which he was compelled to sell valuable securities at a loss ;— of a private 



PRACTICAL AMENDM^TS. 25 

gentleman, called upon imexpectedly to pay a ferge sum for the delinquency 
of a friend in a govemmtent situa^Aion, whose surety he had become — a 
sum which wgts equal to two-thirds of his income, and left him without 
the means of meeting his own usual payments ;— of professional men, and 
others in the enjoyment erf apparently average ^%ed incomes, who have 
been from temporary difficulty unable to pay up their premiums on their 
policies. 

2. The Free Policy System. — By this plan, those who are desirous of 
discontinuing their annual premiums altogether, are allowed to surrender 
the policy, and receive instead of the money value another policy of 
reduced amount, equivalent to the premiums paid, and being free from future 
payments. Such Policies are called Free Policies, With but a few excep- 
tions the offices do not, however, at the time of issuing their policies^ fix the 
scale of reduced assurance, nor forego the arbitrary power, too often 
exercised, of dealing at their will with the assured, when a time of diffi- 
culty has come and he is compelled to a(5cede to almost any terms, from 
being unable to keep up his payments. To guard against this it is 
desirable to include in the conditions of the policy some such words as 
the following : — 

That, at any time after five premiums have been paid, the assured shall 
be at liberty to cease all future payments on his policy, and be considered 
as having purchased a reduced assurance, (payable three months after his 
decease,) to be estimated, according to the Table* printed on the back of 
the policy, by subtracting from the original amount assured that amount 
of assurance which the rate of periodic premiums, that he has been paying, 
would purchase at his advanced age, when he proposes to cease all future 
payments. 

The principle of such a clause is this: — If, at age a, the cost of a policy 
for £1000 is £20 a-year, and, at age 6, £35 a-year ; — ^then reserving off 
the £36 in favour of the society, a margin, say, of 20 per cent (or what- 
ever it may be that has been charged in the annual premiums for the 
security and expenses of the office), — ^£28 a-year, at the advanced age ft, is 
the 'net premium, which would assure a new policy for £1000 ; therefore, 
by rule of three, £20 at the same advanced age would assure £714. 5«. 
nearly ; which is the sum that a policy for £1000, taken out at age a, 
should be diminished, if, at age ft, the assuredv determine to cease his future 
payments, — or, the policy should be reduced to £285. 15». 

3. The Deposit System,f"-T!o suit the convenience of parties whose in- 
comes are liable to change, a system termed the Deposit or Accumulative 
system is adopted by several offices, by which a policy of assurance can be 
obtained commensurate with the number and amount of the deposits made, 
with the additional advantage to the assured of being permitted to withdraw 
at any time,, after a few weeks' notice, the whole or part of the money 
deposited* Thus, so long as the money, or any part of it, remains 
deposited with the society, it produces a corresponding assurance effected 
on the life of the depositor, and entitles his family at his death to a sum 
of money varying with the age at which the deposit was made. 

* The Table so endorsed should be one of net Premiums, so as to give the office a small 
margin in the calculation. (See page 14, Chapter I. herein.) 

t' For the Mathematical Formulae for the Deposit System—see Appendix to our Treatise 
on AflflDciations for Prorident lUTestment, (1065 pages), 10th Edition. E ^ 
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The peculiar advantages, offeied by this Accamnlative mode of assn- 
ranoe, are found to be applicable to an infinite variety of cases. For 
example: Parents and goardians may make provision, either for the 
present wants of children, or for the purpose of recovering, in the event 
of their premature decease, all charges incurred for their education and 
advancement in life. Thus, let a parent determine to lay by £50 per 
annum for the benefit of a child now ten years of age, and to expend £75 
per annum on his education and entrance into life. By effecting an 
Accumulative Assurance^ the case would stand thus : — £50 is immediately 
deposited for the assurance, while the £75 is devoted to the purpose of 
education. If death should occur in the first year, the company would 
pay £140, which would restore more than both premium and cost for 
education. On the payment of subsequent deposits of £50, the sum 
assured would become £279 5«. in the event of death during the second 
year; and thus with each successive payment this sum would oommensu- 
rately increase, so that in the — 

3rd year it would be £417 3 11 

4th „ „ 554 6 

5th „ „ 690 2 2 

6th „ „ 825 13 . 5 

7th „ „ 959 18 4 

8th „ „ 1092 6 5 

9th „ „ 1222 19 3 

10th „ „ 1351 14 7 

11th „ „ 1478 10 10 

showing that, in any interval from ten to twenty-one, there would have 
been the repayment, in the event of the child's death, of an amount 
exceeding the whole of the premiums and charges for education ; and in the 
event of his living, either the refunding of all the premiums paid, £550, 
as a capital wherewith to engage in business, or the guarantee of an 
assurance of £1478. lOs, lOd., increasing with every succeeding premium, 
if paid, and by the bonus divisions. 

The deposit plan is capable of a variety ofmodijications according to the life 
contingency it is desired to meet : one extension of considerable importance is the 
payment to the depositor himself during his lifetime^ of a portion of the current 
interest on the money d^osit&d, with the further advantage of a policy of 
assurance of lesser amount^ secured payable to his family at his death. 

Another modification of the system, not at present practised, would 
consist in the allowing the assured to keep up the difference between the 
amount of his policy, at time of withdrawal, and the sum deposited, by 
that annual premium payment, which would have been charged when he 
entered. 

4. ne Transfer or Substitution System, — A fourth improvement in the 
practice of Life Assurance is the Transfer or Substitution plan, by which 
a policy for the whole term of life is allowed to be made transferable to 
some other life, the substituted life thus standins^, as regards the office, in 
the same position as the original one ; — it being understood that the substi- 
tuted life shall not be of greater age than the one in the policy at the 
time of transfer, and also in perfect health. A small fee, of proportionate 
amount to the sum assured, for office trouble, &c., is all the charge that 
need be required for this permission; the society having nothing to do 
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with whatever arrangements the parties oonoemed in the transaction 
may choose to make between themselves. 

In the same manner, the privilege might also be extended to the holders 
of policies of endowment for children, or provision for old age, provided 
the said policies are effected on the returnable rates. 

This system must be considered as furnishing a striking improvement 
in Life Assurance, as it removes one objection which has hitherto existed, 
viz., the necessity afterwards of either sacrificing at considerable loss, or 
of continuing a policy, which is sought for merely temporary accommoda- 
tion, and which it may be subsequently, on that account, no longer 
desirable, or from the pressure of temporary pecuniary difficulty, conve- 
nient to keep up. 

Many illustrations of its efficacy might be given, but the following 
examples will, perhaps, suffice : — 

(1.) Suppose an officer in the army, having effected an assurance 
upon his life in time of peace, to be required afterwards to enter 
upon remote or active seiTice. If he wish to avoid an increase of 
premium, and be in the full confidence of his health, he may prefer at 
once to gpive his policy to a younger brother or friend, at the death 
of whom the amount assured would be paid ; and yet he may retain 
to himself, by mutual agreement, some interest in the poUcy so 
transferred. 

(2.) Suppose a creditor to have effected an assurance upon the 
life of a debtor, as collateral security for a loan, which is afterwards 
paid off, so that the creditor has no longer any interest in keeping up 
the policy ; or, suppose a person to have borro^Yed money on mortgage 
from a private individual or a society, and to have assured his life, 
so as to secure his family from Hability for the debt, in case of his 
decease before he has paid it off ; in both these cases the Transfer 
principle would be at once susceptible of advantageous application, as 
the power of transferring the assurances from their own to other lives, 
would allow of the policies becoming serviceable to other parties for 
similar commercial purposes; and the premiums paid by the- original 
holders would thus not be entirely lost, when their desire to keep 
the policies up for their own respective benefit had ceased, as the 
holders on the substituted lives would find it advantageous to pay 
an equitable sum for the transfer. 

5. Assurance for Borrowers and Investors in Building Societies, The 
various forms of Life Assurance which are applicable to these Societies, 
have been described by us at length in the earlier editions of our Treatise 
on Building Societies^ to which we refer the reader. In this place, it may 
be sufficient to describe the following plan, which was devised by us with 
a view to give the Borrower in a Building Society the means of securing 
his family, by a comparatively small annual outlay, from the pressure of 
debt, in case of his premature decease: — Temporary policies of assurance 
can he effected on the life of the borrower^ in amount equal to the loan^ and for 
the number of years it has to run^ upon this principle^ viz. : that at the end of each 
year, the assurer shall he allowed to drop so mu>ch of his policy as is equivalent 
to the portion of the debt cleared off in the year, and pay, consequently, each 
year, a diminishing premium ; with the further advantage that, at the end of 
each year, a portion of the premiums, which have been paid on the dropped part 
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of the policy (consistent with the risk incurred)^ shall be returned te ike 
assured. 

By a policy of this nature, the family of a borrower would be sure of 
receiviag from the Assurance Company, in case of his death at any time, 
a sum in ready money which would suffice to pay off the remainder of the 
debt to the Building Society. 

SPECIMEN OF BATES. 
Annual Premiums to assure £100 by a temporary Policy. 



Age. 


For One Tear. 


Seven Teaii. 


TenTean. 


Foorteen Yean. 


20 


£. $. d. 
18 10 


X. $. d. 
10 8 


£. 8, d, 
118 


£. 8, d. 
1 2 7 


80 


14 4 


16 2 


17 8 


19 6 


40 


1 11 7 


1 14 1 


1 16 7 


1 18 10 



6. In some cases, especially in the later years of the existence of a 
(terminating) Benefit Building Society, the family of the borrower might 
possibly find the society unwilling to allow them to pay off the remainder 
of the mortgage, by a single sum, in consequence of tne probable difficulty, 
the buildiug society would experience, in obtaining a reinvestment for the 
money at the rate of interest supposed in their calculations. Should that 
be likely, another policy is recommended, by which, in consideration of a 
fixed diminishing annual premium paid by the borrower, the life assurance 
society will undertake to pay (should he die prematurely) the monthly instal- 
ments, for which the house or property is liMe, until the mortgage be cleared 
off. This policy, called the Guarantee Temporary Annuity Policy, presents 
peculiar advantages, as it affords additional security to the Building 
Society, and at the same time entirely frees the family of the borrower 
from the liability. 

SPECIMEN OF TABLES. 

GuASANTEB FoLiOT FOB FOUBTEBN TBABS, bpr which an Annuity of £6 a-jeor, or IO5. a 
month is purchased, payable from the tune of the death of the Assured until tiie 
expiration of the fourteen years. 



Diminishing 
Annoid Premliuns. 


Ag 


eTw© 


iity. 


Age Thirty. 


Age Forty. 




£. 


d 


£, 


8. 


d. 


£. 


8. d. 


Ifit year. 





14 








18 


9 


1 


4 6 


2nd „ 





13 


3 





17 


9 


1 


3 2 


3rd „ 





12 


6 





16 


8 


1 


1 9 


4th „ 





11 


7 





16 


7 


1 


3 


6th „ 





10 


9 





14 


6 





18 10 


6th „ 





9 


11 • 





18 


8 





17 8 


7th „ 





9 








12 








16 7 


6th „ 





S 








10 


8 





13 11 


9th „ 





7 








9 


4 





12 2 


10th „ 





5 


11 





7 


11 





10 4 


11th „ 





4 


10 





6 


6 





8 6 


12th „ 





3 


9 





6 








6 6 


Idth ,, 





2 


6 





a 


6 





4 6 


Uth „ 





1 


4 





1 


9 





2 3 
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Indisputable^ UncondiUonalj and Tra/nsferable Policies, 

6. — The foregoing are some of the improvements that have been of 
late years introduced, and they have, no doubt, tended in a great 
degree to dissipate the prejudices and objections which have been 
raised against Life Assurance. Yet valuable and important as most 
of these improvements undoubtedly are, there is still a vital 
defect in most policies of assurance, which can only be remedied by 
the principle of Indisputability. An ordinary life poHcy is liable to 
be vitiated on various grounds. Statements may be made in the 
proposal which after the death of the assured may be discovered to 
be incorrect. Such misstatements, although there may be abundant 
evidence to show they were unintentionally made, are sufficient, if 
the company choose to take advantage of them, to invalidate the 
policy. Again, if the assured enter the army or navy, or become a 
mariner, or go out of Europe, without permission having been first 
obtained of the directors, aud an extra premium paid — or if he commit 
suicide, die by duelling, or by the hands of justice, by the conditions 
stipulated by most companies the policy becomes null and void. Every 
ordinary poKcy, as a writer on the subject has observed,* is thus 
made dependent not only on the strictest compliance with every 
one of the many conditions annexed to it, but on the result of the 
strictest scrutiny of every one of the almost innumerable facts and 
circumstances communicated, not only by the proposer himself, but 
by several other persons, and the perfect agreement of all these facts 
and circumstances with each other, a position which impels us to the 
conclusion that there are few policies which would come safe out of the 
ordeal which the policy itself imposes. And seeing that they who are 
finally to determine as to the validity or invalidity of the policy are 
bound to decide according to the strictest rules of interpretation, 
without any exercise of discretion and without the dictates of fair 

[* Bob^rtson on the Nature and Value of a life Policy.] 
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dealing or feelings of liberality being allowed to influence their 
judgment^ we can only conclude that the owners of ordinary policies 
would possess an insecure and unsubstantial property^ if it were 
wbrth the while of the companies to push their legal rights to the 
extreme. 

7.— Although it is aJl-important to the possessor of an ordina/ry 
policy that the fullest and most complete inquiry should be made^ and 
the most accurate returns be given on all the large number of particu- 
lars mentioned or referred to in the preliminaries to an insurance (for 
on their accuracy his ultimate payment^ by the terms of the policy^ 
is made to rest), yet, as Mr. Robertson remarks, not without 

justice, '^ misinformations, and mistakes and errors in reports, fatal 
to the policy, are extremely likely to occur. For while the com- 
pany undertake the management of all the numerous preliminary 
details, they throw upon the assured the whole responsibility 
and risk attendant on that work being done completely, and with 
the utmost accuracy. They do the work, but at his risk ; and 
he himself has no means of learning whether a great part of that 
work has been properly performed. So that his whole interest is 
staked upon the perfeci^ess with which the officials, clerks, and 
others employed by the company, perform their work of investigation 
and scrutiny. To use an apt illustration, the policy is suspended by 
a chain of a vast number and variety of links of important and trivial 
facts and circumstances ; and while the pendulum continues to move, 
and premiums are received, all goes well: death comes; the 
machinery stops; and then, and not until then, the process of 
thorough investigation has commenced, in order to ascertain whether 
every link on the chain has been of that precise shape, dimension, 
(Character, and substance, declared by the preliminary agreement 
to be absolutely requisite. The pendulum may have vibrated its 
allotted time, or some unforeseen accident may have stopped the 
movement ; yet any — ^the least deviation from the strict requirements 
as to the shape or substance of any one link in the chain by which 
it was suspended, may be held destructive of the machine.^^ 

8. — The general impression is, that all offices would find it to their 
advantage to frame their policies so that at the end of five years (if 
not earlier) they may be indisputable, and in order to cover the risk 
of fraud, which is not of frequent occurrence at present, to impose 
an additional per centage on the premiums. They would find this 
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course a mncli wiser one than that of resorting to Law, for in most 
cases of past litigation it will be found that the public have displayed 
in favour of the family or representatives of the deceased policy- 
holder an unfairly adverse feeling against the offices, however just 
their grounds of dispute. 

9. — The declaration of indisputability would lead to much increase 
in the eflTecting of assurances by timid but honest persons, who at 
present unnecessarily fear that in a policy they may be leaving to 
their families a lawsuit for a legacy. On the other hand, in an 
actuarial point of view, the increased risk to the company in case of 
fraud might easily be made a question of average, provided more 
details, than are now generally considered requisite, were demanded 
before treating as complete the chain of evidence, upon which the 
directors are to found their decision as to the eligibility of a life. 
Under the present system, with all the vigilance exercised by careful 
managers, there is some natural reliance upon the probable veracity 
of the referees nominated by the life ; and this reliance has existence 
more especially in the case of policies required with speed for mort- 
gage transactions. The nature of the extra caution required cannot 
at once be described; and the difficulty will lie more with country 
than with town proposals, from the non-appearance of the former at 
the head office, where the skill and experience of the principal 
officers would be of service in detecting unfavourable circumstances 
which might escape a local adviser. With an augmentation in the 
risk, it is possible that a slight increase might arise in the expenses 
to the office upon each transaction, through the necessity of obtainiag 
some additional independent testimony as to the past habits of life 
of the proposed assured, as an adjunct to the special medical exami- 
nation by the company^s own officer in the locality. At present the 
medical examination refers mainly to the state of health at the time 
of the proposal. The private referees profess to give evidence as to 
the past career of the assured : but the principle of indisputability 
appears to demand on many points concurrent and independent* 
testimony, which could, probably, be procured from some person of 
standing residing in the same locality. 
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10.— The increased expense^ through the necessity of extended 
machinery^ and the augmented risk of possible deception without the 
subsequent power of disputing^ could be provided for, as we have 
before mentioned, by an additional and properly adjusted small 
margin on the premiums. The tables of offices are at present so 
moderate when compared with the benefits granted, as to be able 
to bear some addition without creating any sensible obstacles to 
assurance. A Proprietary office might adopt, without hesitation, the 
principle of indisputability; for against the increased risk, could 
safely be placed the probable profits from augmented business. 
The position of a Mutual Society, in which all the members partake 
of any loss through fraud or other cause, would be somewhat difierent, 
unless it be sufficiently old to have accumulated a Eeserve fund for 
contingencies. It is probable that details would be obtained through 
increased investigaticm, and additional facts would be elicited through 
independent testimony, which, at present, friendship may lead a 
private referee to conceal. That these details might narrow the 
field of acceptable lives by suggesting hesitation in accepting them^ 
is not likely ; as, after all, the doctrine and practice of life assurance 
is essentially one of OAierage, and the experience of offices proves that 
sQwnd lives die relatively before iheir time, just as much as those which, 
are eomsidered doubtful. 

11. — The formidable objection, that the prruciple of Indisputability 
may increase the attempts of fraudulently disposed persons to seek 
assurances, can only be met, and it can in our opioion be met 
correctly, by viewing that contingency as one of probability, aad, aa 
such, by giving to it its due estimation in fixing the degree of 
increase to the premiums ; until a greater generality of adoption of 
the principle, and. a more perfect system of evidence should subse- 
quently prove the first increase to be in excess. 

12. — ^To meet the difficulty that in granting an Indisputable and 
Non-conditional PoKey, the company incurs a certain amount of extra 
risk beyond that of an ordinary policy, we have prepared the following 
form of policy, under which a small extra charge is made : — 
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?85gttta:S of hereinafter called the Assured, hath 

proposed to effect an Assurance with the Society, upon the Life of 

of upon the terms hereinafter mentioned, and for that purpose hath 

made a Proposal and Declaration in writing, dated the One thousand 

eight hundred and sixty together with certain Statements in writing 

relating thereto, as the basis for a contract of Assurance : 

And whereas the said Society hath enquked into and is satisfied of the 
correctness of such statements : 

And whereas for the purpose of removing all doubts as to the validity 
of the Assurance to be effected on the said Proposal, the said Society hath 
agreed to accept from the said Assured an additional payment, beyond the 
ordinary Premium payable on such assurance, during the first ten years of 
the continuance thereof, as a guarantee against any additional risk incurred 
through the incorrectness (if any) of any of the said statements. 

Now these presents witness, That We, three of the Directors of the 
said Society, do hereby agree with the said Assured, and do likewise 
order, direct, and appoint, that in consideration of the payment of the sum 

of (in whicn is included the said additional payment) aheady 

made to the said Society, and of the like sum to be paid on the in 

every succeeding year during \h& first five years oi the continuance of this 

PoHcy, and of the sum of on the like day in every year during the 

next succeeding five years of the continuance of this PoHcy, and of the 

sum of on the like day in every year during the remainder of the 

life of the said the Capital, Stock, and Funds of the said Society 

shall, according and subject to all Provisions of the Deed of Settlement 
of the Society and the Supplemental Deeds thereof, and the Regulations 
duly made under the powers therein contained, stand charged and be liable 
to pay to the said Assured, his Executors, Administrators, or Assigns, 
within three calendar months after proof satisfactory to the Board of 
Directors of the said Society shall have been given of the death of the 
said the full sum of 

And further. That this Policy shall entitle the said Assured or 

h Assigns to participate in the Profits of the said Society. 

And further, That in consideration of such additional payment as afore- 
said, the said Society wHl accept as true all the statements contained in 
the said Proposal and Declaration. 

Provided always, and it is hereby expressly agreed and declared to be 
the true intent and meaning of these Presents,* That neither the Directors 
signing this Policy, nor any other Proprietor or Holder of Shares in the 
Capital of the said Society, shall be individually subject or liable to any 
claim or demand whatever in respect of this Policy, beyond so much of 
his or her shares in the said Capital (not subject to prior claims and 
demands) as shall not, for the time being, have been paid up, or according 
to the Provisions of the said Deeds and Regulations, be treated and 
considered as paid up ; and that after the transfer by any Proprietor, 
with the approval by the Board of Directors, of his or her shares, the 
person to whom such transfer shall have been made, and not the trans- 

* [Not necessaiy in a Company, the Liability of whose Shareholders is limited by Act of 
Parliament.] 
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ferring Proprietor, shall be answerable for such unpaid part of such 
shares : — 

And further, That this PoKcy and the Assurance hereby made shall be 
subject to all regulations and provisions duly made, and from time to time 
in force, under or by virtue or means of an Indenture bearing date the 

day of being the Deed of Settlement estabUshing the said 

Society, &c., &c. 

And further, That the same shall be subject to the several Regulations 
printed or written on the back hereof, so far as the same may be appli- 
cable, in the same manner as if they respectively were repeated and 
incorporated in this Policy. 

In Witness whereof, "We, the three Directors aforesaid, have hereunto 

set our hands this day of in the year of our Lord 

One thousand eight hundred and , 



(Age admitted,) 

13. — ^The following are the Regulations referred to in the Policy, 
which should be printed on the back of it : — 

I. — The Policy will not be void if the Premium is paid within 
Thirty Days next after it becomes payable, although the death or 
other event whereon the Sum Assured becomes due, has happened 
before the payment of the Premium. And, if proof is given to the 
satisfaction of the Board of Directors, that the person or persons on 
whose life or lives the Policy is effected is or are in good health, the 
Policy may be revived at any time within six calendar months after 
any Premium has become due, on payment of the arrears due, with 
interest, and such Fine as the Board shall think reasonable, but wjiich, 
in case the payment is made within three calendar months after the 
Premium has become due, shall not exceed Ten Shillings per cent, on 
the sum assured. 

II. — If at any time when a claim is made under the PoUcy it is 
subject to any Trust whatsoever, the receipt of the Trustees or 
Trustee for the time being for any monies payable thereon, shall, 
notwithstanding any equitable claim or demand whatsoever of the 
person or persons beneficially entitled thereto, be an effectual dis- 
charge for the sum therein stated to be paid. 

III. — Such proof shall be adduced as the Board of Directors may 
reasonably require, of the Death of any person on whose Death any 
claim is made under the Policy. 

IV. — No Renewal Premium Receipts under the Policy shall be 
valid unless signed by Three Directors. 

It will be observed that all these Regulations are in the interest 
rather of the assured than of the company^ and that a policy in 
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the form foregoing would, if the Legislature adopt the suggestion 
contained in the second part of this work, — to render policies 
legally assignable and transferable by Endorsement, — strictly realise 
the description in the heading, being 

Indisputable, 
Unconditional, and 
Transferable. 

As such a Policy contains no restriction upon travelling abroad, 
it should not be granted to a person whose avocations make it 
probable that he may have to proceed to unhealthy climates, without 
charging a premium corresponding to the risk. 

14. — One of the clauses in the foregoing form of Policy leads to 
the remark, that the assuring public are, probably, not aware how 
little practical diflference there is in their position with regard to an 
assurance company, established under the Act of 1862 with limited 
liability, and one with nommally unlimited liability. In the latter 
case, it is usual to insert in all Policies a clause providing that 
claimants shall look for payment only to the funds of the company 
and the uncalled Share Capital, and not to the members individually. 

The legal effect of the clause is set forth in Part 2, (Art. 94, 
p. 69). Individual Shareholders are thereby protected from proceed- 
ings against them, as such, by Policy-holders, and from calls upon them 
for policy monies beyond the capital subscribed. A PoHcy-holder in 
a limited company, and one in a company using this clause, are thus 
in precisely the same position; — ^their remedy being the same in both 
cases. The only distinction between the two companies is, that in 
a limited company the Shareholders are protected from having 
their whole private property imperilled by acts of the directors in 
contracting debts with outside Creditors, not Policy-holders, by 
borrowing money or otherwise. 
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AS TO AMALGAMATIONS. 



1. Introductory Bema/rJcs. 

1 . — ^It has of late become the custom among Life Assurance Offices^ 
when their business has been found to be not sufficiently extensive 
to render their operations profitable^ nor likely to be so^ to seek 
amalgamation with other societies whose investments and annual 
new premium income are large enough to justify the presumption of 
stability; and as few offices are insensible to the attraction of a 
considerable accession of business without the labour of obtaining it 
poHcy by policy, many such Amalgamations have been effected. 

Already, and chiefly during the last 20 years, about 200 transfers of 
business have taken place, as shown by the list in the appendix to 
this Part, which includes, it wiU be seen, many Offices of great age 
and the highest character, such as the Amicable (established 1706) ; 
the Globe (1803) ; and the Albion (1806). 

2. — ^We have already described (see p. 11) the several causes of 
insolvency in assurance societies. The principal cause that has led 
BO many societies to put an end to their separate existence, with 
the view of avoiding ultimate insolvency, is the large proportion of 
Expenditure required to obtain sufficient new business for keeping 
up any degree of vitality in a small office. 

Few societies, if any, have failed on the ground of a mere temporary 
excess of mortality, though that fact is sometimes erroneously put 
forward as the reason for amalgamation. Even the non-participating 
premiums of all offices are quite sufficient to cover the utmost 
probable aberration of mortality above the net estimated amount 
according to the tables. It is when the expenses exceed the 
margin available for them — and, in some cases, when excessive 
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Bonuses have been given long before they were realized — ^that a 
society finds itself unable to continue alone. With respect to this 
latter pointy it may be remarked^ that those actuaries^ who authorize 
large declarations of bonus on the ground that the past experience 
of the society has been better than might have been expected^ 
appear to be unaware of the doctrine that there exists a cycle of 
mortality, which may be taken at about twenty-five years, and that 
the death rate, which within the last few years has been very 
moderate in most assurance societies, appears likely to be succeeded 
during the present quarter of a century by a very high death rate. A 
disregard of the obviously true maxim, that *a Bonus ought never to be 
divided out of the profit supposed to have arisen from a more favour- 
able past experience than that for which the rates of premium provide, 
must be caused either by fraud, carelessness, or incompetence ; and 
those companies, who announce that their claims have been less than 
the expected amount, unless they retain in their hands the money 
so saved, are congratulating themselves upon what is really a presage 
of fiiture disaster, as far as the Policies under observation are con- 
cerned. For the deaths, that have hitherto not occurred, are yet 
to happen, inasmuch as every death must occur at some time ; and 
the fact that in the early years of a Company, or of a series of 
policies, the mortality has been less than the Tables would have 
allowed for, leads to the inference that in future years (as regards 
those policies) the deaths will exceed the expected amount to the 
same extent. The notion, that the lapsing of policies practically 
corrects this, is erroneous, for that, which theory leads us to anti- 
cipate, experience shews to be the actual result ; the advantage of 
medical selection ceases in a very few years, and the self-selection of 
the Assured against the Company overbalances it — ^the good lives 
dropping their policies upon sUght temptation, but the impaired 
keeping theirs in force at all risks, knowing them to be a property 
which, once lost, cannot be replaced. Reserve must, therefore, be 
made, not only for the deaths expected according to the " Law of 
Mortality,'' but also for the probability that the real future mortality 
will be greater. 

* [Assurance Magaziney 1863, p» 851.3 
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2. Arguments in favour. 

3. — ^Mncli may be said in justification of the practice of Amalga- 
mation. It is now an established fact that (in the absence of widely 
spread class connexions) permanent public patronage and a conse- 
qaent steady influx of new business can only be obtained by Societies 
of large incomes — ^whose incomes iadeed do not fall below from 50 
to £100,000 a year. Policies connected with family settlements, 
and all that lucrative class of business which Solicitors are able to 
iatroduce, are taken, almost without exception, to the larger Offices. 
It is felt that a great Company has a better average for the 
equalization of risks, and is more secure from chances of aberration, 
which, though rarely ruinous, are often injurious. It can hold 
higher sums at risk, and therefore obtains a better class of proposals 
than a small Office, without the necessity of covering them by 
re-assurance. So marked is the public preference for large companies 
that* ''a single office of the present day receives in the course of one 
year a larger revenue in new premiums than the entire premium 
revenue which in former years many respectable offices had accumulated 
in the course of 16 or 20 years. A new premium revenue of £10,000 
is not above the average, whilst £15,000, £20,000, and £25,000 are 
often heard of, and there are instances of the new premium receipts 
running as high as £30,000 and £33,000.'' 

4. — Another important argument in favour of amalgamation is 
that arising from the diminution of expenditure, which results from 
the united companies being managed by a single Board, with one 
Staff of Officials, and a more elaborate and complete organization in 
division of labour, &c., than a small company is able to effect. It is 
true that some amount of pubUc scandal appears to have been caused 
by the large expense in compensation to officials and otherwise, 
attending many cases of amalgamation, but it should be borne in 
mind that this expense is always much less than the present value of 
the future diminution of expenditure caused by the union, and the 
goodwill of the business coming over. However weak the position 
of individual societies may be, they become, in well-arranged amal- 

* [Mr. Page Smith, Railway Almanack^ 1866.] 
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gamations^ mucli better by union ; and in numerous cases a positive 
saying of expenditure^ amounting to many thousands a-year^ lias 
been eflFected. 

5. — ^An Amalgamation is sometimes objected to by the Policy- 
holders, but rarely on good grounds : for, by most amalgamations, 
they obtain the security of an increased share constituency, and of a 
larger business. Then, again, they have a right to expect that with 
less expenditure and with less relative risk, the future Bonuses will be 
more certain and greater in amount, and that a better Reserve Fund 
win be created than would have been the case if the Company to 
which they had originally attached themselves had continued to 
carry on business alone. In point of fact, in most cases of 
amalgamation, the selling company has usually reached a position 
at which its future bonuses become very problematical, and the 
security it offers is gradually becoming less valuable. 

The best advice that can be given to a company, whose new 
premium income does not keep pace with the present order of 
things, is not to delay too long, but to sell its business or seek 
amalgamation while it yet retains some vitality, that is, while there 
is something to sell. Delay will only diminish the value of the 
property, and the time may come when a heavy call will have to be 
made upon the Shareholders, in order to effect an operation that if it 
had been done some years before would, instead of creating an abso- 
lute loss, have afforded them a return on the investments already 
made. 

We recollect the case of a Society, highly respectable in its 
construction and principles of action, but unfortunate in its manage- 
ment, which, for reasons such as are above stated — more particularly 
the disproportionate expenditure attending a small concern — we 
advised should seek to unite itself with some stronger institution. 
An offer was made by a large and wealthy Company to undertake 
its liabilities, then represented by a Premium Income of £18,000 
a year, in consideration of the Transfer of its Assets, which were 
found sufficient to allow of a return of £50 per cent, on the amount 
paid in by the Shareholders. Through unwise opposition on the 
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part of some of the Directors, who clung to their office, not seeing how 
precarious the tenure of it was, the negociation was broken off, and 
no effort was made even to re-organise the management. The result 
of this was that, not many years afterwards, the company found its 
way into the Winding-up Court, and Calls of £10 per share had to 
be contributed by the shareholders. 

3. Practical Remarks. 

6. — No company should take on the business of another, without 
causing a thorough investigation into its position to be made by persons 
of actuarial skill and experience. From a neglect on the part of 
directors to call in professional assistance in such cases, many 
businesses have been purchased on terms far exceeding their value. 
A notion at one time prevailed, that one year's purchase, or even 
more, might arbitrarily be given for the income of a Life Office, 
without regard to the number of years each pohcy had been in 
force, or to the sufficiency of the premiums charged for the risk in 
each case, or as to whether the class of lives was such as should be 
desired by the particular society, both in point of respectability and 
careM selection. It is evident that extreme danger is incurred by 
purchases made on terms so vague and uncertain. 

7. — The following preliminary information should be obtained : — 

1. — The Balance Sheet of the Society's Cash Liabilities and Assets 
to the date agreed on for the Transfer. 

2. — The cost at which the New Business of the Company has been 
obtained. 

3. — The Commissions and per centages it is under agreement to 
pay to its Agents and others. 

4. — The Amount of Annual Salaries of the paid Agents, if any. 

5. — The Agreements of all kinds, involving future payment, into 
which the Company has entered. 

6. — Detailed particulars of the Securities on which the Assets of 
the Company are invested. 

7. — Particulars of the Liabilities, showing the debts, the claims 
outstanding, &c. 

8. — The proportion of the Annual or other Premiums already 
received, which is necessary to provide for the risks of the current 
year, 

and other particulars which will be suggested by the circumstances 

of each particular case. 
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8. — ^A variety of practical considerations affect the theoretical price 
that might be offered for a business ; the antecedents of the society^ 
and the nature of the agencies and connections, are of obvious and 
great importance. Discussion of such points, however, would be 
too long in this place. It may be remarked, nevertheless, that in 
measuring the goodwill and relative prosperity of an assurance office, 
as shown by business transacted or revenue created, those receipts 
only should be treated as Income, which arise from whole life and 
joint life policies on the full-premium system. 

Term Policies are not deemed worthy of consideration, as but 
little profit is found to arise from them. In like manner policies on 
the half-premium or increasing scales of premium are, afterwards, in 
too many instances, abandoned when the debt becomes an incumbrance 
or the increase of premium too heavy. 

4. Tables. 

9. — Before the transfer of a business takes place, three facts ought 
to be known : viz, — 

(1.) What proportion of the past premiums the Society ought to 
have in hand. 

(2.) How much of its annual income would be required in coming 
years to meet'its existing engagements ; and, 

(3.) Looking to the average age of the lives assured, what amount 
of claims is likely to accrue from and after the year when the 
amalgamation is carried out. 

10. — The following Table may be used for obtaining an approximate 
valuation of the affairs of a society, by placing the policies in 
successive groups according to their average standing. An allowance 
can be made for the probable chance each policy has of lapsing, and 
of its surrender value being less than the net value given in the 
Table. It will be noticed that it does not necessarily foUow, that a 
greater number of premiums must be held in hand to provide for a 
policy on an older, than is requisite on a younger life. 

The Purchasers have also to consider that many of the existing 
policy-holders of the company, of which they are undertaking the 
risks, may offer their policies for surrender, and some inconvenience 

Q 
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may arifie from declining to meet an apparently fair demand. The very 
offices, — ^wHch, by making their yalnations on full office premiums, 
show frequently a margin in the balance sheet in favoor of the 
Society, — at the same time offer in their prospectuses, with regard 
to all their poUcies, should the Assured desire it, to give back for 
their surrender a price out of the past payments. They do not 
reflect that a contract, to get rid of which money would have to be 
repaid, cannot, concurrently, be treated as an Asset to the society. 

11. — Table showing the Amount a Society should have in hand for 
every £1 a year of net premium received on a life, to meet the 
ultimate payment of the amount assured, according to the number of 
years expired since the issue of the policy : in other words, — 

How much of the net portion of the past premiums that each 
assured has paid, a transferring office should have in hand to place 
its policies in a proper position with regard to the amalgamated 
society ; future Expenses and Profits being supposed to be contri- 
buted out of the margin included in the premiums yet to be paid. 

(English Life Law, 3 per cent.) 



Age 
atiisae 

of 
policy. 


Period of Tean expired since imie of Policy. 


Age 
atissae 

of 
PoUcy. 


5 


10 


15 


20 


25 


30 


35 


40 


45 


50 


20 
25 
30 
♦35 
40 
45 
50 
55 
60 
65 
70 
75 


2.73 
2.83 
2.91 
2.97 
3.00 
3.01 
3.03 
2.93 
2.56 
2.24 
J. 90 
1.53 


5.79 
5.98 
6.13 
6.22 
6.27 
6.30 
6.22 
5.72 
4.98 
4.26 
3.51 


9.19 
9.47 
9.66 
9.78 
9.85 
9.77 
9.25 
8.33 
7.15 
5.99 


12.95 
13.29 
13.52 
♦13.67 
13.62 
13.07 
12.10 
10.69 
9.00 


17.08 
17.46 
17.74 
17.77 
17.20 
16.17 
14.66 
12.70 


21.58 
22.03 
22.19 
21.66 
20.57 
18.95 
16.85 


26.52 
26.84 
26.41 
25.32 
23.60 
21.33 


31.71 
31.41 
30.38 
28.61 
26.19 


36.65 
35.71 
33.95 
31.42 


41.28 
39.58 
37.00 


20 
25 
30 
35 
40 
45 
50 
55 
60 
65 
70 
75 



How much less than the above the purchasing company can consent to take, or in other 
words how much they can aUow off it in the nature of goodwill, for Agencies, &c., is a 
matter that can only be measured according to the circumstances of each case : but strict 
inquiry should be made as to what Bonuses have been allotted or Reductions in premiums 
allowed. 

 Example — ^If £12 a year be the office premium on a Profit Policy for £490 effected at 
age 35, of which JBIO is the net premium ; then, when it has been 20 years in existence 
the Society must have £136. 14s. in hand, out of the £240 received, towards meeting the 
original sum assured, exclusive of any Bonuses that may have been allotted. 
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12. — In respect to probable future claims, the following Table, cal- 
culated on the English Life Law of Mortality, will enable an estimate 
to be obtained. For example, if the present average age be 40, 
and the total amount assured be a million on 1000 lives — then 
£13,000 will be the amount that may be expected to be claimed for 
deaths in the year following; £13,000 in the second year, and so on ; 
assuming the transferred policies to be kept up. Again, if the 
average age be older, 50, but a lesser amount £861,000 be assured, 
then £81,000 are the claims that may be expected in the following 
five years, of which £17,000 will be in the fifth year; and so on, and 
in like proportion if the amount assured be more or less. 

The increase of the amount of claims in advancing years, has to be 
attended to. Thus at 70 the claims would be £28,000, double what 
they were at 45. [See also Statistics, p. 47.] 



Decrement Table, showing the Amount of Claims, that may be 
ejected out of £1,000,000 assured at average age 40, and similarly 
for the amounts set down at older ages, supposing them to represent the 
average a^e of a society, and asswming all the policies to he kept up. 



Age. 


Number 
likely to 

die In the 

PKRIOP 

out of 

1000 Uves. 


Number 

likely to 

die In the 

TXAB. 


Same to be 
peld for 
Cleims 

doling the 

TXAB. 


Soma to be 

paid for 

Clalmeln the 

PBBIOD. 


Snma 

remaining 

AMored. 


Bequielte 
Income, fhnn 

aunrlvlnff 
Llvea at Nn 

Preminma 

of £1 15a. 

percent 


No. of 
Teara. 


Age. 


40 




- 






£1,000,000 


£27,600 





40 


41 


13 


13 


£13,000 


£18,000 


987,000 


27,142 


1 


41 


42 


13 


13 


13,000 


13,000 


974,000 


26,786 


2 


42 


43 


13 


13 


13,000 


13,000 


961,000 


26,427 


3 


43 


44 


13 


13 


13,000 


18,000 


948,000 


26,070 


4 


44 


45 


14 


14 


14,000 


14,000 


984,000 


26,686 


6 


45 


50 


73 


16 


15,000 


78,000 


861,000 


23,677 


10 


60 


55 


81 


17 


17,000 


81,000 


780,000 


21,460 


16 


56 


60 


95 


21 


21,000 


96,000 


686,000 


18,837 


20 


60 


65 


119 


25 


26,000 


119,000 


666,000 


16,666 


25 


65 


70* 


187 


28 


28,000 


137,000 


429,000 


11,797 


30 


70 


75 


143 


28 


28,000 


143,000 


286,000 


7,865 


35 


76 


80 


129 


24 


24,000 


129,000 


167,000 


4,317 


40 


80 


85 


92 


15 


15,000 


92,000 


66,000 


1,787 


45 


86 


90 


47 


6 


6,000 


47,000 


18,000 


495 


60 


90 


95 


16 


2 


2,000 


16,000 


2,000 


66 


65 


95 


100 


2 




£ 


2,000 




• 


60 


100 


1000 


1,000,000 
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5. Legal Notes. 

13»-*-In the second part of this work^ which treats of the Law of Life 
Assurance, we have given a digest of the legal deciEdons relating to 
amalgamations (by way of Transfer of Business) up to a recent date 
(pp. 89, 40), but it may be worth while here to state briefly the legal 
powers nnder which these transactions are usually carried into effect. 

14. — ^The deeds of settlement of many Life Assurance Companies 
contain a clause enabling the directors, with such consent of the 
proprietors or others as is in each case provided, to transfer the 
liabilities of the company under its policies to another company. 
In this events as it is usual in all policies to insert a clause incorporating 
the provisions of the deed of settlement, of the whole of which that 
clause is sufficient notice to the policy-holder, he would be bound 
by an arrangement made under the powers of the deed. It would 
of course be necessary, however, that the Directors should strictly 
comply with the provisions of the deed. Probably the strongest 
clause existing in any deed of settlement for the purpose of enabling 
a transfer of business is that which appeared in the recent case of 
Be the Waierloo Assurance Oonvpa/ny, 1864, 33 Beavan, 542. After 
giving a power to dissolve, it provided that thereupon the directors 
were to get from another company an undertaking to pay all future 
liabilities, and to transfer to such company so much of the funds or 
property as should be agreed upon between the contracting parties 
as would be sufficient, with the future premiums, to enable such 
company to comply with its undertaking; and that the directors 
should make such arrangements with the said company in regard to 
their undertaking as they should in their discretion think fit. Upon 
this clause. Sir John, now Lord, Bomilly, the Master of the Bolls, 
held that ''provided the company undertaking the liabilities was 
satisfied, and the amount to be transferred to them arranged, the 
assured are bound by the arrangement, in the absence of fraud. If 
the assured do not choose to accept the undertaking, they cannot 
prove against the original company.^ 



}j 



AS TO AMALGAHATIOKS. 45 

15, — ^In cases where the deed of settlement does not give any power 
to transfer the company^s business, it has been usually thought, 
hitherto, impossible to effect an amalgamation without a special Act 
of Parliament. This, however, is a mistake. The Companies' Act 
of 1862 confers important powers, which apply without exception to 
all Assurance Companies (not having a private act) established since 
1844, and may be applied to any older company by the simple process 
of obtaining Registration under the act of 1 862 . Under s. 1 61 of this 
act (which is given at length in the second part of this work, p. 39), 
an amalgamation can be effected upon such terms as are mutually 
agreed upon, by means, firstly, of registration, and then by a 
winding-up of the Company and a special resolution, subject to 
the following important qualifications : — 

1. That any dissentient member may, within seven days from the 
passing of such special resolution,* require the company either to 
abstain from carrying it iato effect, or else to buy up his interest. 

2. That the Winding-up Court may, within twelve months, take 
the case into its own hands, and cancel the arrangement made, if it 
disapproves of it, but the court will not interfere should it deem the 
arrangement a proper one. 

The method of purchasing up a dissentient member's interest is 

prescribed by sect. 162, and merely consists in a reference, if the 

parties cannot agree, to arbitration under the Companies' Clauses 

Consolidation Act, 1845. 



* [A ^ Special Resolution ** is one which requires arseoond Meeting to confirm it before 
it is passed. See ss. 50, 51 of the Act ] 
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1. — An accurate knowledge of the number of people inliabiting a 
country, and the various physical and moral conditions under which 
they take their places in the community, is a matter of great national 
importance. For the purpose of obtaining this information, certain 
plans have been devised in various countries by which enumerations 
are made at stated intervals, called censuses. When these ennmera- 
tions are conducted carefdlly and systematically, the full development 
of the resources of a country, and the progress made at different 
periods by its inhabitants, are ascertained. The first census was 
made in this country in the year 1801. The return, however, even 
as regarded the number of the people (and it aimed at imparting no 
further information) was singularly defective. The succeeding 
returns in 1811 and 1821 were as imperfect. Indeed, it was not 
before the year 1831, that the operation of taking the census was 
reduced to anything like a trustworthy system. Then, and since 
that time, the Registrar- General^s Reports, compiled from sources of 
as authentic a character as could perhaps be well obtained, have 
Aimished reasonably accurate information, as to the population of the 
Kingdom, the mortality existing at different ages of Life, the causes 
of Death, and various other facts connected with Life and Death 
statistics. 

2. — A Supplement to the Twenty-fifth Annual Report of the 
Registrar-General, contains an ingenious analysis of the average 
mortality per cent, which prevailed in England and Wales during 
the ten years ending 1860, illustrating the various influences which 
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operate on the mortality-experience of different ages. Thus (1), 
duiing the first 5 years of life (including still-bom children*), the 
deaths of Males are 72 and of Females 62 in every thousand. 

(2.) During the period of childhood : between 5 and 10 years of 
age, the rate of mortality gradually declines, and is on the average 
of the period 8^ per thousand. 

(3.) During the next period of 5 years, from ages 10 — 15, 
which covers the age of puberty, the mortality reaches its lowest 
rate, being only 5 per thousand. 

(4.) The rate of mortality afterwards increases rapidly : — viz,, from 
15 to 20, it is 7 per thousand — ^from 20 to 25, 9 per thousand. 

(5.) Of persons living between 25 and 35, 2 out of 3 are married, 
and the annual rate of mortality is nearly 10 in a thousand. 

(6.) Between ages 35 and 45, it is 12 in a thousand. 

(7.) Between 45 and 55, 18 men and only 15 women die in a 
population consisting of one thousand of each. 

(8.) Between 55 and 65, 30 men, 27 women. 

(9.) Between 65 and 75, the death rate more than doubles, and 
becomes for men 65, and for women 59 per thousand. 

(10.) Between 75 and 85 it increases to 147 for men, and 134 for 
women ; and after the age of 85, the average death-rate per thousand 
becomes 310 in males, and 290 in females. 

Mr. Willich, in his valuable ^' Popular Tables," has published the 
following simple formulae for remembering the Expectation of life at 
any age between 5 and 60 : — 

By the Carlisle Law, the expectation is two-thirds of the difference 
between 81 ^ and the present age. 



* [Dr. BertiUon, an eminent French physician and statist, makes some jnst remarks on the 
importance of this point, in a paper lately read before the Imperial Academy of Medicine. 
He says : — " En France, la vie moyenne k la naissance, telle qu'elle convient k la periode 
1840-59, est en r^lite de 40.16 ans. Gependant^ elle sera dite de 85.66, selon la m^thode 
employee par beaucoup de statisticiens, et notamment par M. Lego^ dans les publications 
oflicielles (c'est I'age moyen des d6c6des calcid^ sur les liates mortuaires):— de 36.6, selon la 
m^thode vant6e par M. Guillard, doctenr ^s sciences dans sa D^mographie ; de 38, selon 
plusieurs, par mie m^thode analogue, mais que ne compte pas les mort nds (cette m^thode 
consiste k prendre le quotient de la population par les naissances. M. Guillard comprend 
les mort-nes avec les naissances ; les autres les negligent volontairement.) Elle sera de 41, 
selon la mani^e de Price, adoptee par M. Ch. Dupin, de Tlnstituf ] 
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By the English Life Law^ the expectation is two-thirds of the 
difference between 80 and the present age. 

Thos^ as a. person becomes one year older^ his Expectation 
diminishes eight months only; and three times the difference be- 
tween the expectation of life at any two ages^ is equal to twice the 
difference between the ages. 

8. — ^The following facts are interesting : — 

(1.) In England and Wales^ births are to deaths as 5 : 3. 

Boys to girls bom as 104 : 100. 

In 1000 inhabitants in England and Wales^ 
35 are bom^ ) 

23 die, > annually. 

17 are married^ } 

According to the 26th Annual Report of the Begistrar-General of 
Births^ Deaths^ and Marriages, the marriage-rate in France is less 
than that of England, while in Austria it is usually higher. In 1863 
the marriage-rate in England was nearly 17, in France but 16, and 
in Austria between 17 and 18, to 1000 living. On the other hand, 
the birth-rate in England is higher than in France, and less than in 
Austria. In 1863, the birth-rate in England was 35, in France 
nearly 27, and in Austria about 40. The death-rate in England is 
generally less than that of France. Such, however, was not the case 
according to the returns for 1863 — ^being in England 23, in France 
22^. The rate for Austria is always considerably in excess of that 
of England or France. In 1863 it was as high as 31 . 

In Italy the marriage, birth, and death rates were 16, 39, and 31 
respectively, to 1000 persons living — ^the birth and death rates 
approximating closely to those of Austria. 

4. — The following table shows the gradual increase in the Popula- 
tion of England and Wales : — 

A.D. Population. 

1700 - - - - 5,475,000 

1710 .... 5,240,000 

1720 - - - - 5,565,000 
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I 

A.B. Fopid^tiou. 

1730 . , - - 5,796,000 

1740 - . - - 6,064,000 

17&0 , - - - 6,467,000 

1760 - - - - 6,736,000 

1770 - - - - 7,428,000 

1780 - - - - 7,953,000 

1790 - - - - 8,675,000 

1801 ... - 8,872,980 

1851 .... 17,987,609 

1861 . - - . 20,061,173 

Taking a period of ten years for tbe purpose of comparison with 

France and Austria, the estimated population of England and Wales 

was, in the middle of the year 1863 - - 20,654,137 

Being an increase from the year 1853 - - 2,149,769 

The population of France in the year 1863 was - 37,722,068 

Being an increase from 1853 of - - - 1,497,068 

Of Austria, in 1863, the population was - - 23,078,057 

Being an increase f^^om 1853 of - - - 1,850,127 

Thus the increase of population during the ten years 1853 — 1863, 

was in England and Walejs abojit half as much again as that of 

France, during the s^me decenniad, and about one-fifth more than 

that of Austria. 

The population of Great Britain and Ireland was in the year 1861 
28,922,434. 

5. — The population of England and Wales increased from excess 
of births over deaths during the year 1863 by 253,580 persons, or 
nearly 700 per diem. In 1862, by 276,118 persons, or rather more 
than 756 per diem. 

6. — ^In the year 1852, 1000 persons a-day emigrated from the 
country ; in the year 1856, 484 a-day; in 1858, only 312. In 1863, 
however, the number was 614 a-day. 

7. — The mortality of males is at the rate of 2.314 per cent, for the 
average of 26 years, 1838-63, whilst of females it is 2.145 per cent., 

H 
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which rates are to each other nearly as 108 : 100; that is^ if 100 
females die out of a given number of females^ out of an equal number 
of males nearly 108 males die. The rate of mortality in England is 
on the average lower than that of any other country in Europe. 



8. — ^The following is a comparison^ at three selected periods^ of 
the population of Great Britain^ with the Assessments to Income and 
Property Tax - — 

AsMMmeut. PopnlatioiL Taxable Inconiie to 

£. Millioiia. each person. 

1814-15 183,147,775 13 £140883 

1848 261,667,955 21 11-9842 

1861 304,862,000 22i 13-5494 

The total population of the world is estimated by an ingenious 
foreign statistician at 1288 millions, as follows : — 

1. By race 

Mongolian Bace - - . - . Millions 522 

Caucasian ------ ,, 369 

Malayan ,,200 

Ethiopian ------ ,, 196 

American „ 1 



Millions 1288 



2. By religious denominations. 

Christians Millions 335 

Jews ------ ,^ 5 

Asiatic Religions - - - . ^^ 595 

Mahommedans „ 160 

Heathens „ 193 



MiUions 1288 



The following are the populations of some of the most important 
countries, according to the most recent returns : — 
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♦Belgium Millions 4^ 

German States ,, 43-^ 

viz. : — ^Austria (proper J - - Millions 13 

Prussia - - - ,,13 

Bavaria - - . ,,5 

♦Hanover - - - ,,2 

♦Wurtemburgh - - ,, 1^ 

Other States - - j, Si 

Austrian Empire Millions 39 i 

♦Holland „ 3i 

♦Denmark ,, 2^ 

Sweden and Norway - - - - _,, 5 

Russia ,,65 

Turkey „ 37 

♦Greece „ 1 

Italian States — 

♦Lombardy - - Millions 3 

♦Venetia - - - „ 2^ 

Sardinian States - „ 5^ 

♦Roman States - - ,,3 

♦Tuscany - - - „ If 

Two Sicilies - - ^ 9 

Spain Millions 16^ 

♦Portugal „4 

♦Switzerland „ 2|- 

British India >, 180 

America „ 59 

viz. : — United States - - Millions 28 

♦British America - - „ 2 

Mexico - - - *„ 7i 

Brazil - - - ^> 7§ 

CMiher States - - ,,14 

♦Australia and Polynesia ... Millions 2 

* It 18 interesting to compare the populcUions of the countries marked 

thus * with that of London. 
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The population of tke Colony of Victoria on the Slst December 
1865, according to the estimate of Mr. W. H. Archer, the Registrar- 
General (whose English Mends will remember him as an actuary of 
great ability), was 626,530) being an increase during the year of 
21,029. Males were to females as 4 to 3. 

The population of London increased (in spite of deaths and emigration) at the rate of 
42,900 souls a year, in the 20 years 1841 to 1861, partly from excess of births over deaths, 
and partly hy excess of Immigration over Emigration. 

The population of London was, in the year 1861, 2,803,989, viz,: — 

tMen from 20 and upwards - - - - 726,805 

Women from 20 and upwards - - - 891,125 

Males from 10 to 20 260,748 

Females from 10 to 20 - - - - 272,756 

Male children from 5 to 10 - - - 149,885 

Female „ „ ... 150,924 

Male children under 5 - - . . 180,893 

Female „ „ . . - . 181,403 



2,803,989 



The females in London are in proportion to the males as 114 : 100. 

9. — ^According to M. Laurent, the population of Paris is 1 ,700,000 : — 
viz., 750,000 men, 700,000 women, and 250,000 children. Of these 
400,000 live upon property, or derive a livelihood from professions or 
government appointments ; 
100,000 are in schools, hospitals, or prisons ; 
200,000 live by commerce ; 
1,000,000 by industry. 

10. — ^The late Slave States have a population of about 17^ 
millions — the coloured race averaging about 34. per cent, of the 
Southern people : — viz.. South Carolina 59 per cent.; Mississippi 51 ; 
Louisiana 51 ; Florida 46 ; Alabama 45 ; Georgia 42 ; Virginia 37 ; 
North Carolina 36; Maryland 28; Texas 27; Tennessee 24; Ar- 
kansas 23 ; Delaware 22 ; Kentucky 22 ; Missouri 13. 

-- - - —  —  —    - ' ' — I II - II . . -  - 

t V. 26tii Amraal Beport of .Begistrar-Greneral. 
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11. — The following investigation published by the Post Office 

authorities is curious, as serving to show the very great activity in 

pushing business now displayed by Insurance Companies and other 

establishments : — 

'' In 1863 an account was taken of 4,000,000 letters which were 
posted in London, and which obviously contained circulars, and 
could be assigned to various trades and societies in proportions which 
were exhibited in a table at page 28 of the Tenth Annual Report of 
the Postmaster-General. In 1864 a similar account was taken of 
4,600,000 letters posted in London, and obviously containing circulars. 

Of these circulars there were transmitted — 

In 1868. In 1864. 

By Drapers - - - 1,690,000 1,780,000 

By Railway Companies - 348,000 404,000 

By Insurance Companies - 292,000 388,000 

By Wine Merchants - 101,000 386,000 

By Charitable Institutions 80 7,000 26 1 ,000 

By Publishers & Booksellers 68,000 189,000 

By Lottery Offices - 141,000 169,000 

In addition to the circulars which were transmitted in letters, 
largely increased numbers were in 1864 transmitted by the book 
post. During that year it was observed that — 

There were posted in London — Book Circulars. 

By Railway Companies ... - 316,000 

By Drapers 282,000 

By Charitable Institutions - - - - 279,000 

By Building and Mining Companies - - 210,000 

By Wine Merchants 197,000 

By Medical Men and Dentists - - - 177,000 

By Insurance Companies ... 113,000 

By Tailors 108,000'' 



Chaptbk v. 



THE TRUE LAW OF SICKNESS 

IN 

FRIENDLY SOCIETIES. 



1. — ^In attempting to determine the *Law of Sickness prevailing 
among tlie members of Friendly Societies^ almost all investigations 
have produced unsatisfactory results, and presented discrepancies of 
a singular character, £rom the want of an accurate and uniform 
definition of wherein ^'sickness'* consists. As we have said elsewhere 
— ^the word " sickness " is itself rather unfortunate, as that which is 
medically so described is not the precise risk assured against by 
Friendly Societies. 

What the members seek to provide for is " temporary inahility to 
lahov/r/^ whether arising from disease or accident, and whether 
necessitating confinement to the house or the sick bed, or only pre- 
venting the continuance of their avocations. Now in practice it is 
found that certain degrees of ill health do not really produce imme- 
diate inability to work. Medical men affirm *' that labourers, who 
ha/ve not a Friendly Society to fall bach upon, often go about their 
employment with disease of the heart, tubercles in the lungs, and 

* [We have thought it desirable to add to this Part a Chapter on the Law of Sickness in 
FriencUj Societies, extracted from Part 8 of our larger Treatise on Associations for Provident 
Investment, lOtA Edition, inasmuch as the true appreciation of the principles here hdd down 
is a vital necessity to those institutions, which are the Assurance Societies of the Industrial 
Classes. As the learned Be^trar, Mr. Tidd Pratt, has remarked with justice, in his 
admirable lecture on the subject, provision shoidd be made in the rules that nothing but 
sickness in the true sense of the word — ^that is sickness incapacitating from labour and 
requiring constant medical treatment, and of limited duration, as contra-distinguished from 
chronic ailment or disease, which is inveterate or of long continuance and mere decrepitude 
— should be provided for ; and that slight paralysis, blindness, mental disorder, or senile in- 
firmity, should not entitle a member to sick reUef from his society. If there were not so 
many friendly societies in which all the members pay the same amount of contribution it 
could scarcely be imagined that there coidd be a question as to the desirableness of having 
the tables of payment graduated according to age.] 
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other disorders of considerable severity. Among 120 Comisli 
miners in actual work, it was ascertained tliat only 63 had good 
health : — ^the remainder being all the time suflfering from incipient 
serious maladies. Among other classes of operatives, it has been 
also ascertained that, favoured by the inspector or foreman of the 
works, men really in bad health, who have no sick money to draw, do 
not always find it necessary to go on the sick list : — i.e., their labour 
is mitigated without their stopping oflF duty.'^ 

2. — The theory adopted by Mr. Charles Ansell, in the inquiries set 
on foot by him about the year 1828, at the instance of the Society 
for the Diflfiision of Useful Knowledge, does not, to a satisfactory 
extent, tend to the distinction of Friendly Society ''sickness'' from 
medical sickness, and probably this gave rise to the opinion expressed 
by him twenty years later, in 1848. — Other eminent Actuaries, in 
extensive contributions to the subject, have set forth the results of a 
variety of investigations, from which Tables are deduced, providing 
for " permanent '' as well as " temporary'' inability to labour. The 
data of such Tables, however, were not confined to societies submitted 
for actuarial investigation, but, on the contrary, in one case, procured 
promiscuously from managers by a well-intended offer of prizes. 
Hence, there was not sufficient security for accuracy in the materials 
furnished, since no result affecting any particular society could arise 
from them, as would have been the case had they been extracted 
from its books for the purpose of a valuation, upon which an Actuary 
was to found a report. — ^Mr. Alexander Pinlaison, convinced that some 
definition of Sickness must be adopted, states that, in making his 
calculations^ — 

" The cases of superannuation were carefully separated from the mass, 
and subjected each one to a rigid scrutiny, to determine whether it was a 
case of chronic sickness, or a case of superannuation, in the sense of retire- 
ment on a pension for old age." 

3. — The following Definition of Sickness in relation to the " ability 
to labour " is given by a high medical authority : — all sickness, being 
either acute or chronic, recoverable or irrecoverable, no attack of 
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acute reecverable sickness eTer lasts longer than from six weeks ^ 
three months, and chronic recoyerable sickness no longer than twelye 
months. Chronic irrecoTerable sickness may therefore be held to be 
that which exceeds one year^ or which a medical man from the nature 
of the case should certify to come under that denomination. On this 
point, the calculations of the Highland Society went to show that, in 
all ages under 70, 20 per cent, of the inability to labour was " heir 
fast/* 50 per cent. '' walking,'' and 30 per cent. '^ permanent.''* 

4. — ^In accordance with the Taluable suggestion of Mr. Ansell that 
information, to be* used as the basis of a model law of sickness, should 
be of a voluntary character, and procured from but 100 or 200 
societies, under such circumstances as woi^ oflfer a guarantee for 
its correctness, we have, in order to test the views taken by him, 
caused to be analysed the result of our own experience in connection 
with a great variety of societies, whose affairs have been officially 
laid before us or the Friendly Societies' Institute, taking care to 
limit the definition of sickness to the inability to continue labour, 
and comprehending under the denomination of " chronic," that 
which after a sufficiently long duration might and should be treated 
as irrecoverable. 



* [In further flliutnitkm of this, we give, from the mvestigatioiis of Dr. Bufiham of West- 
minster Hospital on one form of disease, the following particulars : — 





Nnraber of 
Cases of 

aU Diseases, 
inclnding 

Accidents. 


Nnmber of Cases of 
Paralysis of all forms. 


Proportion 

per cent 

of cases of 

Paralysis 

toaU Diseases. 


Males. 


Females 


ToteL 


St George's Hospital 

Westminster Hospital 


20,646 
15,653 


255 


166 


421 
274 


2-0391 
1-7504- 


Total 


36,299 


— 


— 


695 


1.9147 





It will be observed that the nmnber of males attacked with paralysis is to the number of 
females nearly in proportion of 3 to 2. The average age of attack was as follows: — 

Males 40.470 or 40J years nearly. 

Females - - - - 38.000 or 38 „ 

Irrespective of Sex - - 39.496 or 394 „ ] 
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5. — Our observations have led us to the discovery of what may be 
termed the True Law of Sichness, It would seem clear — ^and in this 
the table of Mr. A. Finlaison affords striking confirmation — that the 
degree of inability to labour at various ages follows a simple natural 
law, which may be expressed as follows : — 

1°, — That, from about the age when infantile diseases are past, 
and the nature of the constitution of the individual is becoming 
more declared, — at age 15, — there is a certain ccmsta/nt mvrdmvmi 
rate of Sichness per annum, to which human beings (on the average 
of a large number of hves) are subject at every period of life, and 
that this rate depends upon the race, climate, &c., and, as far as 
observations in the United Kingdom go, seems to be between the 
limits of Jive and seven days^ sickness per annum. 

2°, — That, at each age, every individual is exposed, according to 
his occupation, rank of life, &c., to 

An excess of sickness, ^increasing with^ the sum of the excesses in 
over such constant < his years and > the 6th and lOth years 

sickness, ( equal to } preceding. 

By way of illustration, in the class of labour referred to in the sub- 
joined Table, the constant is &\ days, and the rate per annum of 
sickness , 

at age 20, &yoU ^y* (nearly) or x^ of a day excess over the constant ; 
at age 25, Bj^ days, or ■}- q/*a day excess over the constant. 

The excess, therefore, at age 30, is the sum of these excesses, or 
'^^ of a day. This, added to the constant, gives the rate of sickness 



lOO 



6-njo ^^ys • and so for succeeding years. 

In the Mathematical Appendix at the end, we have shown that the 
preceding law may be expressed in another form, as follows : 

The difference between the rate^ (the difference between the rates of 

of sichness at any age and> equals < sickness for 5 and 15 years 
that 5 years below, ) ( younger than the given age. 

For example : — 

The difference between the rates of\ g-^^ { the difference between those for 
sickness for ages Zh and ZO, > ®H«*^ \ ages dO and 20, 



6.— With this new law — the truth of which seems beyond dispute — 
societies, when looking at the probable sickness in the future, instead 
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of relying upon the results of other associations, as set forth in pub- 
lished tables, for an estimate of what they might themselves anticipate, 
may correct it by a comparison with their own past experience : the 
only point to be guarded against being that, if they have had too low 
a rate of sickness in former years, arising from a favourable aberra- 
tion, (which could be tested by a comparison with the standard table 
for their class or locality), they would have to make an addition to 
the probable rate during future quinquennial periods. 

7. — As to Recoverable Sickness. — This law bears, in the case where 
Irrecoverable Sickness is excluded, a remarkably close relation to 
Mr. A. Pinlaison^s results, in the case of the '' Average Sickness per 
annum to each Person in Friendly Societies, in England and Wales, 
adjusted by taking the average of each five years, for the middle 
year of each five/' In the following Table, we have placed Mr. A. 
Finlaison's by the side, and it will be seen that they agree within 
a decimal fraction : — 

(Report of 16th August, 1853. Tables, p. 3.) 



Age. 


By New Law. 


Groveniment Keturns, 
1858. 


15 
20 
25 
30 
35 
40 
45 
60 
55 
60 
65 


Constant, 6-20 


6-21 

6-88 

6-83 

6-91 

7-14 

8-21 

9 34 

11-49 

13-95 

18-73 

27-36 


6-23 

6-67 

6-60 

6-97 

7-37 

8-14 

9-31 

11-25 

14-36 

19-41 

27-67 



This table includes the sickness of those that die under a year's illness, 
and of those that recover. 



8. — As to General Sickness, including Irrecoverable Cases. — The 
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following are the corresponding rates of sickness according to the 
new Law, when all cases of inability to labour are provided for : — 



Age. 


Average Sickness per 

annum to each person, 

in days. 


15 


Constant, 6-20 


6-38 


20 


6-88 


25 


7-06 


30 


7-74 


35 


8-60 


40 


10-14 


45 


12-54 


60 


16-48 


55 


22-82 


60 


38-10 


65 


49-72 


70 


76-62 


75 


12014 


80 


190-56 


85 


304-60 




becoming permanent 
soon afterwards. 



9.— As to Rates of Premium.— To determine the proper rates of 
subscription to be charged by provident associations, the question of 
Mortality has also to be considered; but no law, deduced from 
Friendly Societies' experience, can be depended upon, for the reason 
laid down by Mr. A. Finlaison in his Second Eeport, viz., that numbers 
of members retire from each society before death. In all mortality 
Tables calculated from Friendly Societies' Eetums, through a dis- 
regard of this fact, as the late Mr. Griffith Davies said in his evidence 
in 1848, " man is made abnost immortal.'' Hence, corrections have 
to be appHed from the returns of the Registrar for the general 
population. 

It is evidently true, and follows from our Law of Sickness, that 
considerably more must be paid by each subscriber than the actual 
average benefit received by him in the early years of membership. 
In other words if 100 persons have together 600 days' sickness in 
the first year of their membership, their aggregate subscriptions must 
be considerably higher than the 600 days' pay. It is not sufficient 
that the society should pay its way, and that the claims for sickness 
should be not more than the total premiums received, but a margin 
must remain to be invested as a provision for future years. 
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List of Offices that home Amalgamated by Transfer of Business. 



{The figures of years denote the date of cessation of the separate existence of each Office,) 



Wiih Accidetital Death, (4). 

1. 1857. Travellers and Marine. 

2. 1858. Maritime Passengers. 

3.__1859. British Nation Accidental. 
4.— 1859. Marine and General Travellers. 



5.- 
6.- 

7.- 
8.. 



With Albert. (30). 

-1888. Freemasons. 
-1846. Preceptors. 
-18^0. Independent (per Times). 
-1854. Oak Mutual (per London and 
County). 

9.— 1855. Official and General (per Nation- 
al Guardian). 

10.— 1856. Beacon. 

11.— 1856. Falcon (per Bank of London). 

12. 1856. Durham and Northumberland 

(per Bank of London). 

13, 1856. United Homoeopathic (per Kent 

Mutual). 

14._1867. Times. 

15. 1867. London and County. 

16. — 1857. National Guardian. 

17. — 1857. Anchor (per Bank of London). 

18 1857. National Provincial (per ditto). 

19.— 1857. Empire (per Family Endow- 
ment). 

20.— 1857. Engiifih Provident (per Kent 
Mutual). 

21. 1858. Merchants and Tradesmens (per 

Bank of London). 

22. 1868. Saxon (per Bank of London). 

23. — 1858. Bank of London. 

24. 1860. London and Continental (per 

St. George). 

25. New Oriental (per Medical In- 

valid). 

26. 1861. Agra (per Medical Invalid). 

27.— 1861. Medical Invalid. 

28 1861. Kent MutuaL 



29.-1861. Family Endowment 

30.— 1861. St. George (per Metropolitan 

Counties). 
31.— 1862. Metropolitan Counties (per 

Western). 
32.— 1862. Manchester and London (per 

Western). 

33 1865. Western. 

34.-1865. Laudable. 

With^^iance. (3). 

36. — 1849. Insurance Company of Scotland. 
36.— Sheffield. 

37.— 1860. Suffolk and General Life Assur- 
ance. 

With Bntish PruderOiaL (3). 

38.-1860. British Industry. 

39.— 1865. Consolidated. 

40 1865. London and Westminster, No. 2. 



41.— 1840. 



42.- 
43.- 

44.- 
45.- 
46.- 

47.- 

48.- 
49.- 
60.- 
51.- 



-1843. 
-1844. 

-1864. 
-1854. 
.1857. 
-1858. 

-1862. 
-1862. 
-1865. 
-1866. 



With Briton, (11). 

Standard of England, (per Brit- 
annia). 

South of England (per ditto). 

London and Westmmster, No. 1 
(per ditto). 

Halifax (per' Unity). 

Trafalgar (per Unity). 

Brunswick. 

Medical and Legal (per New 
Equitable). 

New Equitable. 

Unity. 

Britannia. 

Indisputable of Scotiand. 



With Church of England, (1). 
52 1869. Schoolmasters. 
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With City mid Comt^. (1> 
58 1863. World. 

WUh City of GUugow. (1). 
64.— 1847. Mntiud AccmnnUthre. 

WHh Clerical, Mediady and General (8> 

55.— 1828. Herts and Cambridgeshixe. 
56.— 1829. Bats and Gloncestenhiie. 
57.— 1840. Leicestenhire. 

With CohniaL (1> 
58.^1852. East of Scotland. 



69.-1841. 



60.- 
61.- 
62.. 
63.- 

64.- 
65.- 
66,- 
67.- 

68." 
69.. 
70.- 
71.. 
72.- 
73.. 
74.. 
76.- 
76.- 
77.. 



-1847. 
.1848. 
-1851. 
.1853. 

-1855. 
-1855. 
1856. 
■1856. 

1857. 
-1857. 
-1857. 
.1857. 
-1857. 
.1857. 
.1868. 
.1859. 
■1866. 
■1866. 



With Eagle. (19). 

United Mercantile (per National 
Bfeicantile). 

Mariners and OeneraL 

Protector. 

Peoples (per City of London). 

Coontj Herts (per City of Lon- 
don;. 

Bfentor. 

Protestant (per Ciiy of London). 

Palladium. 

Deposit and General (per City of 
London). 

Indisputable. 

London Matnal. 

Alfred. 

Albion. 

Observer (per City of London). 

Absolute (per City of London). 

Achilles (per City of London). 

City of London. 

National Mercantile. 

Solicitors and General. 



With Equity and Law, (1). 
78.— 1860. Etonian. 

With Eurcpean, (38). 

79.— 1849. Tontine (per Engineer8> 

80 1864. United Guarantee. 

81.-1855. Industrial and General. 

82.-1865. Accumulative (per Anglo Aus- 
tralian). 

83. 1866. Athenieum. 

84.-1856. United Homoeopathic (per Eng- 
lish Provident). 

85.-1856. Age (per Engineers). 

86.-1866. English and Cambrian (per 
English Widows' Fund). 

87.-1857. Prince of Wales. 

88.— 1867. United MutuaL 

89.-1867. United Service. 

90.-1847. Diadem (per British Provident). 

91. — 1 837. General Indemnity (per English 
Widows* Fund). 



92.- 1857. Cathdic L^al, and General 

(per Phoenix). 
93.— 1857. British Shield (per London and 

Piovindal Provident). 
94.— 1858. European, No. 1. 
95. — 1858. Anglo-Anstialian (per British 

Provident). 
96. — 1858. Engineers (per English aod 

Irish Church). 
97.— 1858. Householders (jpet ditto). 
98.— 1858. Commercial (per English Wi- 

dows* Fund). 
99 — 1869. British Provident (per British 

Nation). 
100.— 1859. Magnet (per Waterioo). 
101.-1880. Phoenix (per British Nation). 
102.— 1860. India and London. 
103.— 1860. &itish Commercial (per British 

Nation). 
104.— 1860. English Widows' Fund (per 

ditto). 
105. — 1861. London and Provincial Provi- 
dent (per ditto). 
106d — 1861. Life Aasorance Treasury (per 

Waterloo). 
107« — 1861. National Assurance and Invest- 
ment (per Waterloo). 

108 1861. Professional. 

109 1861. English and Irish Church (per 

British Nation.) 
110.— 1862. British Guarantee. 
111.— 1862. Waterloo (per British Nation.) 

112 1863. London Equitable (per British 

Nation). 
113.— 1863. Wellington, (per Mtish Na- 
tion). 
114. — 1864. Mercantile Union. 
115.— 1866. British Nation. 



With Financial (2.) 

116.— 1865.— County Life (per National 

Standard.) 
116a.— 1866.— National Standard. 

With Friend in Need, (1). 
117.-1864. City and County Accidental. 

With General (2). 

118.— 1857. British Amicable 
119.— 1867. British Empire, Fire. 

With General Provident, (1). 
120.-1864. Confident. 

With Great Britain, (1). 
121.— 1844. Achilles 

With Guardian, (3).' 

122. — 1826. Commercial Insurance, Ireland.. 

123 1862. Promoter. 

124.— 1863. Westminster Society. 
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With ImperiaL (1). 
125.— 1844. Hope. 

With Lancashire, (1). 
126—1863. British. 

With Law Property. (3). 

127.— -1856. Saxon (per Era). 
128.-1858. British and Foreign Reliance. 
129.-1868. Era. 

With Law Union. (4). 

130.— 1854. iSgis (per Mitre). 
181.— 1854. Hope (per Mitre). 
132.— 1867. Cambnan (per Mitre). 
133.-1860. Mitre. 

With Life Association of Scotland. (2). 

134. — 1848. Scottish Life and Guarantee 

(per Mercantile). 
135.-1861. Mercantile. 

With Liverpool and London. (14). 

136. — 1846. British Empire (per Monarch).\ 

137.— 1846. London, Edinburgh, and Dub- 
lin. 

138.— 1847. Sheffield and Botherham, (per 
North of England). 

139. — 1857. Licensed Yicti^ers (per Mon- 
arch). 

140.-1867. Monarch. 

141.— 1868. Bank of London, Fire. 

142.-1858. North of England, Life. 

143.-1858. Defender (per Leeds and York- 
shire I 

144.-1860. Equitabie Fire (per Unity). 

146.-1862. Globe. 

146.— 1862. Unity Fire. 

147.— 1864. Leeds and Yorkshire. 

148. — 1864. Hants, Sussex, and Dorset 

149.-1864. Sheffield Fire. 

With London Assurance Corporation. (1). 
150.-1857. Asylum. 

With London Life Association, (1.) 
151. — 1863. Commercial and GeneraL 

With Midland Counties. (1). 
162.— 1869. Kent Mutual Fire. 

Wiih National of Ireland, (2). 

163.— 1826. Lish Alliance. 
154.-1839. Hibernian. 

With North British. (5). 
155. — 1856. Morayshire. 



166.-1860. Newcastle-upon-Tyne. 
157.— 1862. MercantUe. 
158.— 1862. United Kingdom. 
169.— 1866. Volunteer. 

With Northern. (3). 

160.— 1848. Scottish Freemasons. 
161.-1849. Bon Accord. 
162.— 1867. Forfarshire. 

With Norwich Union, (2) 

163.— 1848. Agriculturist. 
163a.— 1865. Amicable. 

With Pelican. (2). 

164.-1821. Star. 
165.-1846. Manchester. 

With Provident. (1.) 
166.— 1867. Westminster. 

With Provident Clerks. (3). 

167.-1858. British Exchequer, (per 

Consols). 
168 1859. British, Foreign, and Colonial 

(l-er ConsoG). 
169.— 1862. Consols. 

With Reliance. (2). 

170. — 1855. London Mercantile, (per East 

of England). 
171.— 1858. East of England. 

With Scottish Amicable. (1). 
172.— 1833. West of Scotland. 

With Scottish NationaL (1). 
173.-1853. United Deposit 

With Scottish Provincial, (1). 
174.-1842. Glasgow. 

With Scottish Union. (1.) 
176 1846. Hercules. 

With Sovereign. (9). 

176.— 1863. New Protector (per British 
Protector). 

177. 1864. Marylebone ^er National Alii- 
ance^ 

178 — 1857. English and Foreign (per Na- 
tional Alliance). 

179.— 1868. Safety. 

180 — 1859. British Protector. 

181. — 1859. National Alliance Life. 

182.— 1862. PubUc (per City). 

183.— 1865. City. 

184 — 1865. General Annuiiy. 
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With Standard. (9). 

186—1844. York. 

186 1846. CommerciaL 

187 1850. Experience. 

188 1852. East of Scotland (per Colonial). 

189. — 1853. London and Provincial Joint 

Stock (per Legal and Com^ 

mercial). 
190._1857. Legal and Commercial (per 

victoria). 
191.— 1864. Minerva. 



192.^1865. Colonial. 
193.— 1866. Victoria. 

With Sun, (1). 
194— 1848. Preston. 

With Whittington. (3). 

195 1857. Birkbeck (per Home Connties). 

196. — 1857. Home Comities. 
197.— 1862. London and Yorkshire. 



198 The Boyal Naval and Militoiy amalgamated (August, 1866) with the European. 
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PART Ilr 



LAW. 



Chaptkb I. 



Amendments required m Life Assurance Law. 

Akt. 1 . — ^It is not in tlie shape of direct Legislative encouragement, 
that the most effective impetus may be given to Life Assurance. More 
may be done towards the attainment of this object, and that at no 
expense whatever, by merely clearing out of the way those legal and 
practical objections which deter intending assurers. Those members 
and agents of Assurance and Friendly Societies, who are familiar with 
our Treatises on the subject,* are aware that we have for many 
years been urging a variety of improvements, not only in the Practice, 
but also in the Law, of Life Assurance, which itself is not so much 
the result of direct legislation, as of the principles of the Common Law 
embodied in the decisions of our Courts. 

2. — ^Although this century has been characterised by so many 
improvements in almost every branch of the Law, yet the peculiar 
anomalies, that still affect Life Policies, will appear incredible to many 
of our readers, and even to experienced Agents and Policy-holders. 

Some are probably not aware that a Life PoKcy, effected with the 
object of making a provision for a wife and children, cannot be made 
specially available for that purpose, unless it is made the subject of a 
Trust tD©©d ; for the amount of the Policy is liable to the debts of the 
husband, as the Creditors would have a prior claim to the money to 
be paid under it to the extent of their debts, and the bequest of it 
by the husband^s Will would make no difference. 

* [Commencing with the year 1847. Tenth Edition, 1859.J 

t [Even when a Policy is settled upon Trust, if the settlement be made with intent 
to defraud Creditors, or if it be made without valuable consideration by a person in 
nsolvent oircumstances, it is void as against his creditors. See Art 11 p. 10. J 
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Nor is it generally known^ perhaps^ that a Policy, eflFected for 
commercial purposes, cannot be assigned to a Creditor, so as to vest 
in him a right of action ; because it comes under the class of securities 
technically called '^ choses in action/^ and, the legal representatives 
of the deceased alone can give a discharge for the amount of the 
Policy.* 

Nor, that under certain Policies, although a member may have 
acted with perfect good faith towards the Company in filling up his 
proposal and told all he knew ; may have continued for many years 
to pay the premiums in fiill confidence that the provision he had 
made for his family was secure ; and may die in that belief : — ^yet the 
Assurance may have been, all the time, absolutely invalid and 
the premiums utterly forfeited, merely because some one of his 
referees, without his knowledge, may have innocently made an 
incorrect statement, which, by the peculiar form of the Policy, was 
converted into a Warranty. 



* fin the original edition of the larger work, published 1851, of which this is the 
legal section, we gave the heads of a Government Life Assurance Bill, and remarked : — 

That, " although the excellent machinery of Savings Banks has 
been in operation so many years, it has never yet been rendered 
applicable by Law to the extension of Life Assurance among those, 
who cannot conveniently pay large premiums at distant intervals.^^ 

After the lapse of thirteen years, a Bill was introduced by llr. Gladstone, at the 
instance of that able public servant, Mr. Scudamore, to carry out our suggestion, by 
enabling the Government to grant Policies of Assurance to the extent of £100 
through the Post Office. Wo pointed out a defect in the 10th Section of the 
Act (16 and 17 Vict, c. 45) relating to the purchase of Government Annuities 
through the agency of Savings Banks, which made it imperative on a person 
efiPecting an Assurance on his Life, to purchase at the same time a deferred Annuity. 
This, 01 course, prevented any Assurances being effected under it. Mr. Gladstone 
consequenUy brought forward his fiill (Uth February, 1864, 27 Vict.) to amend the 
aforementioned Act, and it will be seen by the 2nd Clause in the Bill, which we place in 
juxtaposition with the remarks we made on the subject, as above stated, that Mr. 
Gladstone, in express terms, adopted our suggestion, and the objectionable system has 
been withdrawn. 



£iU of 1864. 

Clause 2. 

** So much of the Tenth Section of the 
said Act as requires that a Deferred 
Annuity shall be purchased bv any person 
who has contracted with the Cummis- 
sioners for the Reduction of the National 
Debt for payment of a Sum of Money on 
Death, shall be, and the same is hercA>y 
repealed.' 



(ScratchUifs Treatise on Savings Banks, 
Chap. Xm., page 248^ 

'' The condition that an Annuity should 
be purchased concurrently with the Assu- 
rance, is objectionable, and has rendered 
the Clause vseless : — the more so, as the total 
amount that can he assured is ordy three- and- 
a-quarter year's payment of the maximum 
Annuity of£»0. 
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3.— -We liave already remarked that the law of Life Assurance is not 
derived from the Statute Law^ with the single exception of 
the Gkonbling Act of 1774; bnt has grown np as the result of 
snccessiYe decisions of onr Com^ on the isolated points which have 
come before them judicially. These decisions resulted firom attempts 
to apply the ancient Common Law doctrines to a species of contract^ 
which was entirely unknown until a very recent period. Since then^ 
as the importance of Life Assurance has become more generally 
recognized^ sounder commercial views have obtained among the 
judges^ and the law has undergone^ and is still undergoing^ a gradual 
transition. When we remember that^ not very long ago^ it was 
gravely held that contracts of Life Assurance were against public 
policy ; that the present system of Life Assurance on graduated rates 
of premium is not a century old ; and that it is to the interest of all 
parties^ and especially of the Societies themselves^ to keep out of the 
Law Courts^ except in the last extremity^ it will not be wondered at 
that the law on the subject is^ to a great extent^ fragmentary, un<> 
certain^ unsettled, and contradictory. Such as it is, however, there 
can be no doubt that a general notion of it should be acquired by 
every one who is interested in Life Assurance Companies, or who has 
efifected a Policy ; and it is with the object of affording such a brief 
general view that the digest of the cases contained in Chapter U 
has been prepared. 

4. — ^A perusal of the cases, there collected, will enable the reader 
to form some idea of the principles upon which legal decisions 
have hitherto proceeded. It will be observed that all litigation, in 
connection with Life Assurance, depends upon the proper construc- 
tion of a written instrument called a '' Policy,'^ or the preliminary 
documents on the faith of which it has been issued ; as the Policy 
usually refers to certain statements previously made by the Assured 
and by others on his behalf. Sometimes the policy declares that 
these statements are the basis of the contract; in that case it 
amounts to a " warranty/* and the literal truth of those state- 
ments, whether material or not, must be established : a *niis- 
, . # . 

* [Dowdeswell on the Law of Fire asd Life Insurances, 1846, p. 35 ; Bunyon on the 
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Statement in a warranty is fatal, although arising from the most 
innocent mistake, or from false information afforded by others, or 
mere inadvertence, and whether it was a material inducement to enter 
into the contract or not. . Where the statements are not declared to 
be the basis of the contract, the Policy is one fomided on the mere 
^^representations" of the Assured or his agents; in that case, if 
there be anything material untruly stated, or anything omitted that 
ought to have been set forth, whether fraudulently or not, any 
svppressio veri, or suggesHo falsi, the Policy becomes void, but not for 
any immaterial misstatement or concealment. The rule of law on this 
subject is thus stated by Mr. Justice Parkf : — '^ The question is this : 
Did the Assured, or any one who made a statement on his behalf to 
the Company, ki^ow of a particular fact ? — ^Yes. Do the Jury think 
the fact material to be communicated ? — ^Yes. Was it communicated ? 
if not, the Policy is void.'^ A new form of Policy has recently been 
proposed to be issued, framed with a view of expressly waiving 
the right of the Company to avoid it, if the life be in existence 
and of .the age stated, all reference to any other statements made by 
the Assured or his agents in effecting it being excluded. This is 
called an " indisjputable " Policy, and under it the Office would be 
precluded, except in cases of fraud, from raising any question as to 
the representations made in effecting it. 

5. — For the disputability of a PoHcy, the remedy is not by legal 
enactment, but by an improvement of the practice of the Companies 
in defining the terms of their contracts with the public. The other 
defects referred to in Art. 2, require the action of the legislature to 
remove them. 

1°. — Every possible security ought to be afforded to those who 
have already endeavoured, or may hereafter endeavour, to provide for 
their wives and families by way of Life Assurance, that their laudable 
object shall not be frustrated. This desiderat/wm can be attained only 
by enacting that the Assured shall have the power of making the whole 
or a certain portion of their policies specially available for that purpose. 

Law of Life Assurance, 1854, p. 32 ; Robertson on the Nature and Value of Life 
Policies, 1860, p. 8 ; Mr. Serjeant Marshall on Marine Insurance, 4th edition, 1861, by 
Serjeant (now Mr. Justice) Shee, p. 280 ; Ellis on Insurance, 1832, p. 28.] 

t [On the Law of Marine Insurances, 8th Ed., p. 936.] 
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2°. — For the benefit of Creditors, also. Policies should be made 
Asaigndhle, and that by simple Endorsement.* 

Feeling the pressing importance of these Amendments in the 
Law, we prepared, and Mr. Hibbert, M.E,, presented in the year 
1862 a Petition to Parliament, signed by 750 Members of Life 
Assurance Societies, and by the authorities of many of the leading 
provincial towns, to the follomng effect : — 

" That your petitioners are deeply impressed with the urgent importance 
of additional security beiug afforded to those who have already endea- 
voured, or may hereafter endeavour, to effect provision for their wives 
and families by way of life assurance. That at present a policy of life 
assurance taken out with such object is liable for the debts of the assured, 
which may deprive his wife and family of any provision whatever. It 
appears to your petitioners that by the act of marriage every man under- 
takes the distinct responsibility of providing, as far as may lie in his power, 
for his wife and children ; and that if he incur other liabilities of a pecuniary 
character, his family have at least as great a right as any other creditor 
to require some provision to be secured to them by a policy of assurance ; 
and that it is to the interest of the community at large that, where 
assurances have been effected, the assured should have the power of 
mating some portion of them specially available for his family without 
the uncertainty and expense of a trust deed. Your petitioners further 
humbly submit, that the principle has already been recognized by the 
Legislature to a limited extent in the acts relating to Friendly Societies ; 
and that it has been adopted by the State of New Yorkf by an act passed 
on the 1st of April, 1840, enacting that any married woman by herself, 
and in her name and in the name of any third person, with his assent as 
her trustee, may cause to be assured for her sole use the life of her husband 
for any definite period or for the term of his natural life ; and that in case 
of her surviving her husband, the sum or net amoimt of the assurance 
becoming due and payable by the terms of the assurance shall be payable 
to her, to and for her own use, free from the claims of the representatives 
of her husband or of any of his creditors; but that such exemption shall not 
apply where the amount of premium paid annually exceeds three hundred 
dollars. Your petitioners further humbly submit that, while granting this 
boon to the wives and families of assured persons, it is of the highest 

* [The law of Scotland allows greater facilities for Assignment than that of England, 
and has been found to work well. Adhesive stamps might, with conrenience, be aUowed 
to be used for Endorsements, as at present for Policies. Nominations to Widow or 
Children ought, in principle, to be on tne same footing, as to exemption from taxation, as 
the succession to Widows' Funds in Beneyolent Societies, but as to this, see art. No. 20.] 

f [In the case of Eadie v. Slimmon, decided in the New York Court of Appeal, 
June, 1864, it was held that in that State a wife cannot assign her interest in a PoUcj 
on the Life of her husband for th e benefit of his Creditors. Smith, J., in giving judgment, 
said, " We think the intent of the Statute (of 1840 in respect to insurance on Lives for 
the benefit of married women) was to make these Policies a security to the family of any 
married man, and a provision for their use and benefit, and that this intent would be 
defeated, if they were held to be assignable by the wife, like ordinary choses in action, 
belonging to her in her own right, as her separate property."] 
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importance, whatever opinion may be entertained as to the propriety of 
making ^ choses in action ' generally assignable at law, that policies of 
assurance should be allowed to obtain their full value as commercial 
securities, by being made assignable by simple endorsement like bills of 
exchange, without the necessity of the legal representatives of the 
deceased joining in the receipt for the sum assured. Your petitioners, 
therefore, humbly pray that your honourable House will take the premises 
into your favourable consideration. And your petitioners will ever pray, &c." 

6. — To carry into effect the prayer of this petition, we framed, with 
the assistance of Mr. Vansittabt Neale, of Lincoln's Inn, a Bill,* 
of which the following summary contains the main provisions. In 
subsequent pages we shall proceed to explain the Bill in detail : — 

§§ 1, 2. That a Policy-holder may nominate his wife^ children^ or 
relatives^ to receive the monies secured under the Policy. 

3. That the Policy must be produced to the Society, and the 

nomination acknowledged by them. 

4. That thereupon the receipt of the nominee shall be a good 

discharge. 

5. That the nomination shall be void if the Nominor become 

bankrupt within 12 months, or if the Nominee die before 
the Nominor. 

6. That the nomination shall not affect trusts previously existing. 

7, 8, 9. That in case of the death of the Nominor mthin 12 months^ 
the nomination may be made liable to his debts. 

10. That where a Nominee has acquired a vested interest, it will 

descend to his representatives. 

11. That the nomination shall not be revocable, but other Nomi- 

nees may he substituted. 

12. That the rights of Nominees shall not be assignable or 

chargeable in Equity imtil they become vested. 

13. That Policies may be surrendered by the Nominees on the 

bankruptcy of the Nominor. 

14. That the nomination may extend to part only of the Policy. 

15, 16. That the Societies may constitute themselves Tbustees for 
Infant Nominees. 

17, 18. That they shall see to the payment of probate and legacy 
duty on the sums nominated. 

19, 20, 21,) That Policies may be Assigned by Endorsement with acknow- 
22, 23.) ledgment. 

* rit is gratifying to be able to state that so recently as Decembei' of last year (1862)an 
Act was passed by the Parliament of New South Walesy " For the encouragement and pro- 
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As to the proposed Power of Nominating the Wife or Child/rmi of 
the Policy Holder to receive the Bv/rn asswred. 

7. — The first proposition contained in the Petition and embodied in 
the Bill is " to enable the holder of a Life Policy, by a mere Endorse- 
ment to be acknowledged by the Assurance Office, to nominate his 
wife or any one or more of his children or relatives, as the person or 
persons to whom in the event of his death the sum assured by the 
Policy is to be paid/' This is intended to remove the most important 
and forcible of tibe legal obstructions, which press heavily on those to 
whom Life Assurance is most appropriate and valuable. We will 
take for an example the case of a man who, being engaged in com- 
merce or otherwise, and earning by his own labour a precarious 
income depending upofi his life, has effected an Insurance in order 
to give his wife and family the means of support if prematurely 
deprived of his exertions. As the law at present stands, if the 
Assured should die insolvent, or become so at any period what- 
ever after the Policy has been effected, it would become the 
property of his creditors, to the exclusion of the widow and children 
for whose benefit it was originally obtained and kept in force, at 
perhaps considerable pecuniary sacrifice and self-denial. This re- 
sult might, it is true, as we shall presently see, be avoided by 
making the Policy the subject of a trust; but there are many 
reasons which operate to prevent small Policy-holders fipom execut- 
ing Trust Deeds — such as their expense, the difficulty of finding 
Trustees, the complexity of their provisions, a natural desire to avoid 
transactions that involve legal formalities, which are so distasteful 
to men in all positions of Kfe. And so generally do these objections 



tection of Life Assurance and other like provident arrangements for the benefit of Insarers, 
their Wives and Families^" by which precisely the same object as that of our Bill is attained, 
fhongh in a rather imperfect manner. A Special Act of Incorporation has also been 
granted by the same Legislature to the *' Australian Mutual Provident Society," embody- 
ing similar provisions. By these Statutes the period of non-protection from the claims of 
CrecUtors is fixed at two years ; and a sliding scale of protection is provided, according 
to the length of time a Policy has been in existence. Thus, after two years, the protec- 
tion extends to £200; after five years, £500 ; seven years, £1000; and after ten years, 
£2000, which last-named sum is uie limit to which protection is extended.] 
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prevail, that scarcely one Policy in a thousand becomes the subject 
of a settlement upon Trust. 

8. — ^We will assume, for our present purpose, that no such Deed has 
been executed. — Now, the case of a widow and children., prematurely 
deprived of their natural protector, is of itself one that calls for great 
sympathy ; but when, added to the amiction and privation, the widow 
sees taken from her those means, which many years of past frugality 
and forethought on the part of herself and her husband had provided 
in order to keep her and her children from want, the case is doubly 
hard. Surely it would be to the interest of the community to enable 
him effectively to secure his Policy fgr the benefit of his family. 
Morally, he is bound to provide for them ; and legally, he can make 
the provision by a fitting instrument. But the operation is trouble- 
some and expensive; consequently it is often omitted; and thus 
there arises a conflict between Law and Morals. The Policy, 
continuing to form part of the general estate of the Assured, is 
held liable to the last penny for his debts ; so that until the whole 
of the claims of his Creditors has been satisfied, the wife and 
children cannot receive one shilling. 

9. — Objectors to the proposed measure have asked — putting the 
case of a Policy for £2000, the holder of which owes £2000 more than 
he can pay — '' Ought this money to pass to the wife or to the creditors ? 
'^ Does it make any difference in such a case whether at the time of 
the Debtor's decease, he has £2000 in the hands of his bankers, or 
the like sum standing to his credit, one minute afterwards in the 
ledger of an Assurance Company ? The most tender hearted 
would hesitate to set up for the wife even a moral claim to the 
money in the bank, yet the sympathy for her forlorn position 
ought to be quite as strong in the one instance as the other.*' 

10. — ^We have quoted these remarks as embodying the only 
arguments, we have yet heard, urged against the principle of the 
proposed measure, but it is easy to point out the fallacy upon 
which they are based. 

The only object sought is to place the wife and children of 
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the Assured, by the simple, inexpensive, and certain process of 
Nomination^ in the same position as they would occupy if the 
Policy had been secured to them by the formality of a Trust Deed* 
The practice of securing a Policy from Debts by a settlement is one 
perfectly well known to the present law, but the privilege is virtually 
denied to persons of limited means, whilst it is conceded to the 
rich. The man who is assured for £2000 would probably, under 
the present law, secure his Policy. What we desire is to enable a 
person assured for £100 or £500 to do so with equal facility. 

Where does the difference exist in principle between a Policy 
secured for the benefit of a wife by a Trust Deed, and one unsecured, 
assuming that the Policy was effected before the Assured had con- 
tracted debts beyond his resources ? There really is none. Yet in 
the one case, his subsequent Creditors cannot touch a penny of the 
proceeds of the PoHcy, while in the other they take the whole. All 
we propose is to place both on the same footing, or, in other words, 
to confer the same rights upon a Nominee that are conferred by the 
Trust Deed upon a cestui que Trust. 

11. — The broad distinction made by the Law in respect to Assign^ 
ments upon Trust is as follows : — If a man who is Insolvent^ assures his 
life, and by post-nuptial settlement settles the Policy upon Trust for 
the benefit of his family, any Creditor he may happen to have at the 
time he executes such settlement would, upon his death, be entitled to 
set the Deed aside, and claim payment out of the proceeds of the 
PoKcy. But if at the time of assuring his life and executing the 
Trust Deed he were solvent^ any Creditors he might subsequently 
happen to have, could not set the Deed aside, or claim payment out 
of the proceeds of the Policy. 

* Being in " insolvent circumstances '^ has been defined by Lord 
EUenborough to mean '^ that a person is not in a condition to pay his 
debts in the ordinary course as persons carrying on trade usually do.'^ 
^' It does not foUow,^^ says Mr. Justice Le Blanc, " that a man is not 
(now) insolvent because he may ultimately have a surplus upon the 
winding up of his affairs.^' — Bayly v. Schofield, 1 Maule and Selwyn, 
338, In other cases insolvency has been defined as '' a general 
inability to pay debts.^^ — Parker v. Oossage, 2 Crompton, Meeson, 
and Eoscoe, 617; Biddlecomhe v. Bondj 4 Adolph. and Ellis, 332. 
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There is, therefore, no impediment in the way of a person 
assured, who is desirous of making a provision for his Family^ 
executing a Trust Deed. The law simply guards against the 
possibility of his defrauding his Creditors by requiring that he 
shall be in solvent circumstances at the time. 

12. — ^We shall now proceed to examine the eflfect of certain Statutes 
which bear indirectly upon the question, and the principles involved in 
the cases decided thereon. By the 13 Eliz. c. 5, it is enacted that ^^all 
and every gift or alienation had or made to or for any intent or purpose 
to delay, hinder, or defraud Creditors or others, shall y as against such 
person or persons, he utterly void ;'' and by the 12 and 13 Vict. c. 106 s. 
126, (Bankruptcy Act, 1849), it is further provided that if any person, 
heing at the time Insolvent, shall convey any property to any of his 
children or any other person, except upon the marriage of any of his 
children,* or for some valuable consideration, and shall afterwards 
become Bankrupt, the Court may order the property to be sold for 
the benefit of his Creditors. 

13.-7*-These provisions have, on various occasions, been extended 
by the Legislature, and they have also received judicial interpretation. 
The Act of Elizabeth provides that a fraudulent conveyance shall be 
void as against Creditors ; but the principle is carried further in a sub- 
sequent enactment, the 1 JasJ 1 c. 15 s. 2 (repeated with amendments 
in 6 Geo. 4 c. 16, s. 3, and 24 & 25 Vict. c. 134 s. 70) under which the 
very fact of having made a fraudulent conveyance is made an act of 
Bankruptcy. Thus, in the words of Lord Mansfield, " if a trader 
makes a conveyance of all his property, that is instantly an act of 
Bankruptcy j it is fraudulent.^'t But a fraudulent intention must 
appear from the circumstances of the case ; for example, the incident 
of '' the want of delivery of possession alone does not make a Deed 
of Sale of. Chattels absolutely void.'^J '' The existence of property 

* [Where there is evidance of an intent to defeat and delay Creditors, and to make the 
celebration of marriage a part of a scheme to protect property against the riglits of 
Creditors, the consideration of marriage cannot support such a settlement. Columbine r. 
PenhcUl, 2 De Gex, McN. & Gord. 228. See Deacon on Bankruptcy, by Hunter, 1, 494.] 

t [HasselU y. Simpson, 1 Douglases Reports, 89.1 

J [MartindaU v. Booth, 3 B. and Adolph. 498, per Justice Parke.] 
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at the time of the settlement^ not incloded in it, ample for the payment 
of debts then doe, wonld negative the fraadolent intention/'* A deed 
made in consideration of '^ natural love and affection^' is not necessarily 
Toid, although it may be made so by evidence ; and on the other hand^ 
evidence may be adduced to show that no firaud was in fad intended 
^-not to contradict the consideration stated in the Deed, but to take 
it out of the operation of the statute.f 

14. — ^If the Deed, by which the property is assigned, were executed 
previous to incurring tiie debt of any particular Creditor, the Court 
of Exchequer held in 1 848 that there was nothing in the Act to make 
the Deed void as regards him ; though there is a much older decision 
(1743) to the contrary effect, in which the Master of the Bolls 
remarked, ^^ Though I have always a great compassion for wife and 
children, yet, on the other side, it is possible, if Creditors should 
not have their debts, their wives and children may be reduced to 
want/'{ Lord Loughborough, in another case, is reported to have 
said ^^ I rather wish in these cases to take it upon the offer of the 
parties, and not to make a reference. The wife does not fare the 
Worse for it. The Creditors generally act very handsomely with 
respect to her and it saves expense.''^ Legal dicta, such as these, 
may apply very forcibly to cases where a Settlement is attempted to 
be made of property, on the faith of the possession of which by the 
Debtor credit has been given to him ; or where, as in the case cited, 
the wife had a claim in respect of her separate property, which a Court 
of Equity would assist her in enforcing : but the principle of such, 
cases is altogether inapplicable to the objects contemplated by the 
proposed Bill. These dicta have no relation whatever to Settlements 
of Policies of Assurance made in good faith, when the holders were not 
in insolvent cvrctimsiances» 



* [^Skar/y, Soulby, 1 MacNaugh. and Gordon, 364, Lord OottenhamJ 

t lOale y. WtUiamion, 8 Meeson and Welsby, 405, per Lord Abinger, and Barons 
Alderson and Rolfe.J 

I \Otvoaldv» Thompson, 2 Exch. Reps. 215; Taplor y. Janet, 2 Atkyns, 600: but 
see, in respect to this latter case, Dundas v. Datens, 1 Yes. jnn. 196 ; Lush ▼. Wilkinson^ 
& id. 384 ; and Rider v. Kidder, 10 Ves. 360.] 

i \Pringle v. Hodgson, 3 Vesey, jun., 617.] 
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15.' — ^It will have been perceived, from the Statutes and Cases that 
have been quoted, that it is a transaction perfectly legal and straight* 
forward for a solvent man, acting in good faith, to protect the whole 
or any part of his property from the possibility of being invaded by 
a future access of personal misfortune. But we have said (Art 10) 
that this power of so protecting property is practically a privilege 
conceded to the rich, denied to persons* whose means are more 
limited. We proceed to point out how this inequality arises; 
first remarking that it constitutes a legal disability, partial and 
therefore unjust in its operation, the removal of which, by an 
alteration of the law, such as the Bill we are discussing will eflfect, 
is urgently required. Every man has nominally a legal right to 
protect his property from future debts, yet in the very cases in which 
one ought to be so protected, viz., where his means are limited, and 
the amount secured by his policy is small — it is practically impossible 
for him to avail himself of his legal right to do so. A state of the 
law which thus, practically, concedes to the rich, and denies to 
the poorer man the privilege of setting aside a very small portion of 
his annual earnings — so small that no creditor could say the debt 
was contracted on the credit of it, or that the means of payment 
were thereby lessened — -for the sacred purpose of supplying to his 
family the lack of his strong arm, should death lay him low, could 
scarcely continue if it were generally understood. 

16. — ^A principal practical obstacle to settlements of small sums is 
the di/ffvculty of procuring Trustees, For persons in a superior class 
of life it may, perhaps, be comparatively easy to obtain the consent 
of friends to incur the responsibility and trouble not unfrequently 
arising out of Trusts ; but when a lower stratum of society is reached, 
there are multitudes of persons, highly respectable, but of hmited 
means, uncertain position, and defective education, who are not 
suitable for Trustees ; while the assurer may have no one else to 
whom he could apply. Another serious obstacle in such cases is 
the expense of a Trust Deed, which is, of course, very much the same 
whether the amount of the property is large or small. Most Assurera 
in the position in life to which we are referring, find it a sufficient 
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tax upon tlieir resources to provide for the payment of the premium^ 
without having to fee a solicitor for preparing a legal instroment to 
settle the Policy upon Trust. To this consideration must be added 
the dislike of legal formalities, even if only apparently complicated, 
which is felt by all classes, but especially by the poorer. 

17.-*— The system of Nomination is not without precedent in the 
Statute Law, for the privilege already exists in Societies registered un- 
der the Friendly Societies' Acts, and had actually been adopted with 
reference to Policies exceeding £200 by several large Companies, which 
were originally started under the sanction of those Acts.* If extended 
by enactment, as now proposed, to Assurance Societies, it is antici- 
pated, that independently of the middle classes, whom we have had 
principally in view in our previous remarks, a vast proportion of our 
mechanics and labourers would effect Policies in established Assurance 
Companies, in order to be freed from the risk of loss by ultimate 
bankruptcy, through excess of sick allowances, to which the majority 
of Benefit Societies are exposed.f 

The clause referred to in the Friendly Societies' Act (18 and 19 
Vict. c. 63, s. 31) provides, that any sum not exceeding £50, assured 
in a Friendly Society, may, on the death of the member, be paid 
'^ to any person nominated by the deceased in writing, deposited urith 
the Secretary, such person being the husband, wife, father, vwther, 
child, brother or sister, nephew or niece, of such memher/' 

18. — Any one, who has conversed with small traders in country 
towns on the subject of Life Assurance, must frequently have heard 
the observation, that they would have no objection to insure for some 
small amount, if the Policy could be secured to their families free 
from the contingencies of their trade. 

19. — The inconvenience of the present law is, also, not unfrequently 
felt by families on the death of a husband or father, who has insured 
his life, but has left no immediately available means to pay for 
probate duty, funeral expenses, &c. Until probate be granted, an 

* [See Report of f arliamentary Committee, I860.] 

t [See Scratchley's " Treatise on Life Assuranc * and Friendly Societies," 10th 
Edition, p. 78.] 
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Assurance Society, however willing to advance a portion of the 
claim in anticipation, cannot do so safely, for want of any one to 
give a valid receipt, and the widow and children are left in the 
greatest perplexity and distress ; a position which is aggravated by 
the common practice adopted by persons, who fancy they have claims 
upon the Policy, viz,, that of serving notice to that eflTect upon the 
Society. All these evils would be avoided by the system of Nomination. 

20.— An objection has been raised to this mode of dealing with 
Policies of Assurance after the deathof the life assured, on the ground of 
the loss the Revenue wotild sustain by the evasion of the probate duty. 
Under the Friendly Societies^ Act this duty was remitted, because 
those institutions are composed mainly of the poorer classes, and it 
was thought (whether rightly or wrongly) that Government ought to 
encourage them by an exemption from taxation j but it is no part 
of the object of the proposed Bill (though designed mainly for the 
benefit of persons of moderate means,) to call upon the Nation 
to relinquish one penny of revenue in their favour. It is true, that 
many families find it exceedingly difficult to pay the premiums on 
the Policies, which are effected for the purpose of making provi- 
sion for children; and also that inconvenience is often sustained 
through the expense of probate or administration, but it is not 
desired to attempt any distinction between such cases and those of 
the more wealthy. Clauses (17 and 18) have, therefore, been 
introduced into the Bill, to make provision for the collection of tlie 
Probate and Legacy duty from the Companies, who are to charge it to 
the claimants ; and these more than meet the objection, although we 
are aware that, if the Policy had been secured under a trust deed, 
there would be no probate or legacy^ duty to pay. 

21. — Proposed privilege of making the Society Trustee for children 
under age, — By clauses 15 and 46 of the Bill it is proposed to enact 
that any Policy-holder, who desires to nominate infants to receive the 
amount assured, may arrange with the Insurance Company, that in 
case of his death before they become of age, the Society shall act as 
Trustee on their behalf, holding the money at interest, and paying 
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it in such a manner as the nominor may direct. This is an entirely 
new, and very valuable privilege, and, by legalising the receipt of 
minors, may be made available to provide, by payment of the interest, 
for the echiccUion <yr maintencmce of the children, and by the capital 
sum, for premiums ofi apprenticeship, or for marriage portions. It too 
often happens that, on the premature death of the father of a young 
family, any -propertj in cash, or easily convertible into cash, that he 
may leave behind him, becomes dissipated or gradually exhausted, 
long before it can be applied for the real advancement and benefit of 
the children ; but under the proposed powers this can never occur, 
for the money wiU be vested in a body, which will have no discretion 
in the matter but to pay the capital and interest at such periods, and 
to such persons, as the nomination, made originally by the deceased 
father, shall have directed. 

22. ^To resume, in one word, the advantages which may be 

anticipated from the alteration of the law proposed in our Bill, we 
believe that it would do more to extend the practice of Life Assurance 
in its most beneficial application than any direct pecuniary encou- 
ragement which could possibly, with any expediency, be given. 
The power of securing all the advantages of the present systena 
of Trusts, by a simple Nominationj notified to the Assurance OflSce, 
would be an inestimable boon to a large number of persons of 
all classes. If facilities for eflfectiug this were granted by the Legis- 
lature, not only would the Assurance Societies obtain an accession 
of business, but much hardship would be obviated to the families of 
the Assured. 
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As to the proposed Provisions for Facilitating and Legnlising 
Assignments of Life Polities to Creditors. 

Art, 23.^ — Having explained the effects of the proposed measuro 
upon the widow and orphan, let us see what would be its eflSBcts upon 
the Creditors of the Assured. The BiU provides for the Assignment 
of PoUcies by a simple Endorsement thereon, coupled with notice to 
the Assurance Office, so that all the rights, legal and equitable, of 
the Assignor, shall vest in the Assignee, In a commercial point 
of view, these provisions are of equal importance with those which 
have been advocated upon moral and equitable grounds in previous 
articles. 

24. — As to Ohoses in Action,' — To understand the full value of the 
benefit which will be conferred upon creditors by these Clauses, it will 
be necessary to repeat (Art. 5) for the information of non-professional 
readers, that a Policy of Assurance is, in the language of the law, a 
^' chose in action,^^ which may be thus explained : — ^Where a man hsui 
not the enjoyment (actual or constructive) of the thing in question, 
but merely a right to recover it by a suit or action at law, the 
thing so recoverabla is called a thing or ^ chose in action.' Thus 
money due on a bond is a chose in action, for a property in the 
money vests whenever it becomes payable, but there is no pos- 
session till recovered by course of law, unless payment be first 
voluntarily made;* and this principle applies equally to a Policy 
of Assurance. Now, by the strict rule of the Common Law, 
no chose in action can be assigned, because it was thought to 
be a great encouragement to litigation if a man were allowed to 
assign to a stranger his right of going to law.f But this rule may * 
be evaded, and a chose in action may be assigned by a mode in the 
nature of a declaration of trust, with an agreement to permit 

* [Mr. Ser<]:eaiit Stephens' Commentaries on the Laws of England, vo]. 2^ p. 11. 
Blackstone's Commentaries, vol. 2, p. 397.J 

t [See London Investment Company v. Sir Moses Montefiore, 9, L. T. N. S. 688.] 

D 
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the assignee to make use of the name of the assignor for the 
recovery of the debt. The Comiis of Equity, however, make the 
rule give "way to the expediency (in a commercial point of view) 
of facilitating the transfer of property, and allow the assignment 
of a chose in action as freely and directly as the law does that 
of a chose in possession. Nevertheless, if A, after effecting an 
Assurance on his own life, assigns it and then dies, any action, 
that may become necessary to recover the amount of the Policy, must 
be brought in the name of the legal representatives of A ; for the 
Policy (and the right of action as annexed to it) is a chose in action, 
and the Assurance Company, if disposed to pay, could not safely do 
so, unless the representatives of the deceased, as well as the assignees, 
join in the receipt. 

25. — To avoid all the uncertainty, complication, and expense, 
which are the natural result of a state of the law so obstructive to 
the interests of commerce, the bill proposes that it should be enacted 
(s. 19) that, upon an assignment of a Policy being produced to the 
Assurance Society, it may acknowledge the same by an endorsement 
on the Policy ; (s. 20) or that the Assignment may itself be made 
by an Endorsement on the Policy, so acknowledged; (s. 21) that 
the acJcnowhdgment must be in a proper form, set forth in the 
Schedule to the Bill ; (s. 22) that the Assignee, under an Assignaent 
so acknowledged, may sue and give discharges in his own name ; 
and (s. 23) that the Society may charge a fee not exceeding five 
shillings on each acknowledgment. The instrument would thus 
always bear indorsed upon it the name of the party really entitled 
to it, and he would be able to recover under it at any time without 
recourse to any Common Law fiction, or to the aid of a Court of 
Equity. His title to the Policy would be absolutely complete in his 
own right. The document would be perfectly available as a security 
and transferable like an ordinary Bill of Exchange from hand to 
hand ; and the creditors would be effectually protected from fi^aud. 
To prevent loss to the revenue, it is also provided that the Assign- 
ment, if made by Endorsement, must be duly stamped. 

26. — ^Whatever opinion may be entertained as to the propriety of 
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legalising the Assignment of other Choses in Action generally, there 
can be little doubt (and we are convinced there will be none in 
commercial circles) as to the expediency of thus aflfording to Policies 
of Assurance their full value as Commercial Securities by rendering 
them as easily assignable as Bills of Exchange. It would directly 
tend to make the practice of Life Assurance more general and 
more habitual than it now is. Among the many arguments that 
might be adduced in favour of it, is one furnished by the funda- 
mental principles of *PoHtical Economy : — ^that the prosperity of a 
trading community depends upon the extension of credit, provided such 
credit bears some proportion to the Capital which guarantees it. It 
is not necessary that the capital should be ^^ in possession/^ and public 
credit is a thing essentially personal, and dependant on the existence 
of the person to whom it is given. It follows, therefore, that such 
an Instrument as a Policy of Assurance, which so much facilitates 
the creation of capital, and gives security to the creditor, may be made 
a most important element in commercial operations, and the rights 
of the party to whose possession it is transferred should, as long as 
he remains the holder of it,. be undoubted and complete. 

27. — There is another point of view in which the proposed clauses 
would* be an important improvement on the present state of the Law. 
When an assignment of a PoHcy has been acknowledged by the 
Assurance Office, and such assignment has been given in proper 
form upon the Policy itself, then, and not till then, the assignment is 
by our proposition to confer complete powers on the assignee. By 
this provision the assignee would be extricated from the difficulty 
and uncertainty, which encumber the present law respecting notice. 
Under the present law, if an action is to be brought in reference to a 
PoKcy, the fact of the assignees having given notice of the assigment to 
the Assurance Office makes no diflFerence as to the parties in whose 
name the action must be brought ; nevertheless, it is necessary to 
give notice in order to preserve prioriiy over any future incumbrance 
the Assignor might create, or in case of Bankruptcy. If notice has 

* [Scratchley's Treatise on Life Assurance Societies and Friendly Societies. Tenth 
Edition, p. 15.] 
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not been giren^ the Court of Bankmptcj may order the Policy to be 
sold for the benefit of the creditors generally (12 amd 13 Vict. e. 100^ 
9. 125) for^ in the words of Lord Justice Knight Brace^ '' When a 
debt dne to a trad^ is ass^ned by him, it remains, notwith- 
standing such assignment, in his order and disposition in the eyent 
of bankruptcy, if nothing more is done to give pMAdty to the 
Assignment than the mere deUveiy of the instrument creating the 
debt ; and this principle applies equally to a Policy of Assurance 
and a Bond/^* The notice need not be formal, so long as the iaet 
is ccMnmunicated ;t indeed, it has been said that ''in tl^se cases 
the slightest circumstance of notice is sufficient ^^ % : — but, as Sir 
George Rose has remarked, '' although it is rwt necessary that any 
formal or perhaps even, written notice should be given, yet whatever 
manner is adopted, it must be a clear and distinct notice,'' § and 
the sufficiency of the notice in any particular case is a question of fact 
for a jury. || The general principle appears to be that the notice innst 
be such as would have the effect of preventing the Office from paying 
the sum assured to the Assignor.^ Thus, where the attorney who 
arranged the Assignment was an agent of the Gomipany, authorbsed 
to receive notice, it was held that his knowledge was sufficient. Lord 
Demaan remarking, that " where the two capacities are united in one 
person, a notice received in one capacity for the purpose of being 
transmitted to the other is an effectual notice in both capacities/'** 
But it is doubtful whether notice, given to the secretary of one cona- 
pany as such, is sufficient for another company of which he is also 
secretary,tt and the jprivate knowledge of the secretary and of 
a director has been held not to be sufficient >J J nor the men- 

 . I   ■■■I, 

* [^Eaparte Arktoright, 3 Montagu, Deacon, and De Gex, 129.] 

f [Lord Lyndhurxt in Smith y. Smith, 2 Crompt. and Meeson, 231.] 

X [JEmparte Strighty Montagu, 602.] 

§ [Eaparte CarbiSy 4 Deacon and Chitty, 354. In the recent case of the North 
British Jnsurance v. Hallett, a yerbal notice was held sufficient. See art 13, chap. 2.j 

II [Chief Jnstitie Tindal, in Edwards y. Scott, 1 Manning and Granger, 962;] 

f [Th&tnpBon v. Spiers, 13 Simon, 469 ] 

** [Gale V. Lewis, 9 Queen's Bench Reports, 730.] 

W Ewparie Bigneld, 3 Deacon^ 151 ; 3 Montagu and Ayrton, 477.] 

XX \Exparte Watkins, 2 M. & A., 348.] 
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tion of the assignment in conversation to the clerk who receives 
the premium ; nor the mere fact of the assignee making payment 
of the premiums without any contract for the purpose.* 

28. — The mere recital of these numerous decisions, founded on so 
many refinements, which constitute the present law, wiH be suflScient 
to show the advantage in respect to certainty, simplicity, and 
convenience which the new system we advocate will afford. The 
acknowledgment of notice is to be made on the instrument itself^ 
which cannot therefore be dealt with in any^ way to the prejudice of 
the assignee ; and the very fact of acknowledgment confers on him 
a title, to that extent indisputable, to deal with the Policy as of right, 
m his own name, without any restriction or subterfuge whatever. 

2&. — ^It m-ay be worth white to remark, finally, that (important as 
the proposed change is) it is not without precedent in the existing 
Statute Law ; — for among other illustrations we would refer to the 
25 and 26 Vict. c. 101, s. 387, wherein it is provided that public or 
commissioners' securities may be assigned by indorsation on the hack 
in the form and tenor following : — 

" I, C. D. within designed do transfer this bond, with all right, 
" title, or interest, which I have under the same to E. P., his [or 
<^ her^ or their, as the case may be] executors and assignees. 
" In Witness whereof [insert testing clause in common foi m.] 

« 0. D. 
" K. L., Witness. 
" M. N., Witness." 



*** [Burridge v. Row, 1 Young and Collyer*s Chancery Cases, 183.] 
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Conclusion. 

30. — ^In concluding our remarks upon tlie measure we propose as 
a first instalment of the General Amendment of Life Assurance Law 
wliicli is necessary, we have only to urge upon the Legislature, and 
the individual members who compose it, that it will be much to be 
lamented if any misconception as to the provisions of the Bill, any 
unreasoning prejudice, or any stress of other business of a more 
attractive but less solidly useful character, should be allowed to 
prevent, or even to delay, its passing into law. Nolumus leges 
Anglice mutari is no longer the public maxim; for when those 
laws have, in other relations of Society, been found to work injustice, 
the community (and the legislature, as its organ) have gradually 
overcome all unwillingness to change them. 

31. — To the Assurance Companies themselves it is, we conceive, 
unnecessary to say much. Nothing can be more obvious than that 
the passing of the proposed measure would result in a great extension 
of Life Assurance business j — and the combined feeling of self-interest 
with public and private justice will, we doubt not, prompt them to a 
strenuous support of the Bill in its progress through Parliament. 
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A DRAFT OF BILL 

For enabling Policies of Life Assurance to be specially secured for 
the Widow and Children or Relatives of the Assured by 
Nomination^ without the necessity of a Trust Deed^ and for 
rendering Policies of Assurance assignable at Law and by 
simple Endorsement. 

rreBmWe. T17HEREAS it is expedient to extend the advantages of 
« * settlements of Policies uf assurance on lives to persons 
who are now unable to enjoy those advantages, by reason of the expense 
of settlements and the difficulty of procuring Trustees ; 

* 

And whereas the full development of the advantages of life assurance 
has hitherto been checked by legal impediments to the assignment of life 
policies, and it is desirable that such policies should be rendered more 
valuable as commercial securities, by facilitating their assignment ; Be 
it therefore enacted by the Queen's Most Excellent Majesty, by and with 
the advice and consent of the Lords Spiritual and Temporal, and Commons, 
in this present ParUament assembled, and by the authorily of the same, 
as follows : — 

Pertjms may be 1, — ^^y person who, before the passing' of this Act, has 

nominated by en- xrxjfi. rx rc^ vr t_- 

donement on a effected or thereafter effects a pohcy of assurance upon his 
^^'fv^th^m tS' ^^^ ^*^^ ^^ upon any contingency capable of being lawfully 
iecured thereby, provided for by Hfe assurance, with any Society for the 

assurance of lives established in Great Britain or Ireland, 
^^Ji by writing under his hand endorsed upon such poUcy, nominate his • 
then wife, or any one or more of his descendants then living, or his father, 
mother, brothers, sisters, nephews, nieces, or any one or more of them, to 
receive the monies payable under such policy, or any part thereof specified 
in such writing, either severally or as joint tenants, or by way of suc- 
cession, in the event whereon the same will become payable. 

particniars to be 2. — Every such writing shall describe the person thereby 

contained In any • x j -i? xu t r Xi_ • i. v u • i.' 

fiacb nominatioiC nommated, if the wife of the nommor, by her christian name. 
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and if any person other than the wife of the nominor, by his christian and 
surname, with the date of his birth, and his relation to the nominor. 

dn^andliS ^' — ^^P^'^ making any such nomination," the nominor 
nation acknow- shall producc the policy whereon the same is made to any 
ledgedbysociety. Qffieer of the Socicty liable to pay such policy, authorized 
to acknowledge nominations on its behalf, and shall at the same time deliver 
a statement in writing under his hand containing a certified copy of the 
nomination, and thereupon such oflScer shall sign an acknowledgment of 
such nomination in the form contained in the schedule hereto, and the date 
of such acknowledgment shall be the date of the nomination hereinafter 
referred to. 

nee1o*be^ ^s^ ^' — '^^® receipt of any person, nominated by an endorse- 
di^orge. * *^***^*^ ment so made and acknowledged, shall be an effectual 
discharge for the sum payable to him in virtue of such nomination to the 
Society making such payment, against any claim on the part of the 
executors, administrators, or assignees of the nominor, except in the 
cases hereinafter provided. 

v(5d^*ba?k.°^® ^' — ^ nomination under this Act shall be void, and the 
rnptcy of nominor sum payable thereunder shall form part of the general 
SomSsTifd'eath estate of the nominor:— 

of nominee before 
nominor. 

I. — If the nominor becomes bankrupt within twelve calendar months 
after the date of the nomination ; 

II. — If the nominee dies before the nominor, and the nominor does not 
exercise the right of substitution hereby given. 

Nomination not • g. — A nomination under this Act shall be void as against 

to affect pieyions . j-uxutit -li^'x* j 

trusts. any assignment of the Policy whereby it is secured, or any 

covenant or trust affecting the same, made or declared before the date of 
such nomination, and whereof notice has been previously given to the 
Society wherewith such policy is effected. 

be uawe^to'd bta ^' — ^^^ ^^"^ payable on any nomination under this Act 
of nominor in cer- shall be chargeable with the debts of the nominor existing 
taincaaes. g^^ ^jj^ ^^t^ thereof, if the nominor dies within twelve 

calendar months after the date of the nomination leaving any such debts 
then impaid, and not provided for by his other assets, and if notice thereof 
is given to the Society with which the policy is effected within three 
calendar months after his decease by his creditors, executors, or adminis- 
trators. 

^in^^ttf T 11 ^* — ^^ payment shall be made on a nomination by any 
cation of^^e pcrson who dies within twelve calendar months after the 
fn™ payraenT* 0^ ^^^ thereof. Until the expiration of three calendar months 
auch debts. after noticc of his death has been given to the Society with 

-which the policy is effected : and if in this interval the Society receives 

s 
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notice of any ench debts as aforesaid existing imp«dd, it sbaQ retain the 
monies due under snch nominatibn until the amount thereof applicable in 
payment of such debts is established by evidence satisfactory to its 
directors, or by the Judgment of a court of competent jurisdiction, and 
shall pay over such amount to the executors or administratOTS of the 
nominor, or otherwise as such court orders. 

paymeiit to Ko- 9. — Subject as aforesaid, the sum included in any nomi- 
nation, or the surplus thereof after the discharge of any 
debts affecting the same, shall be duly paid by the Society, according to 
the provisions of the nomination. 

BepresentatiTe* iQ. — The legal representatives of a nominee who dies 

whento^etu after the happening of the contingency whereon the policy 
^*|^°*y ** depends, but before payment, shall be entitled to receive 

and give valid discharges for any sum which would have 
been payable to the nominee under the nomination if he had been alive. 

Nomtaojnmynofc n, — ^Nominations made under this Act cannot be revoked 
xutioD, tmt'^j in favour of the nominor, but, in the case of the death of any 
"^*°** ^^^ nominee, the nominor may substitute in place of the nominee 

so dying any other person whom, under the provisions hereof, 
he might then origiiially nominate ; and the nominor may, from time to 
time, substitute or add the names of any other persons capable of being 
nominated as aforesaid, as the nominees solely or jointly with those 
previously nominated, of the monies affected by such nomination, so 
that all such substitutions or additions be made in hke manner as original 
nominations. 

Righto of nomi- 12. — The payment of premiums due upon a policy subject 
3Ste or (Sar^ to a nomination under this Act, by any person other than 
Scfore*°thCT^1iSi *^® nominor, shall not affect the rights of any nominee to 
Tested. the monies thereby secured, and such rights shall be in- 

capable of assignment either at law or in equity before the happening of the 
contingency whereby they become vested, unless in the case next foUowing. 

PoiidM may be 13. — If a nominor become bankrupt after the expiration 
th" m)minee8 on of twelve Calendar months from the date of the nomination, 
oftoe^nomtoor^ *^® Sodety, by which the policy is payable, may, at any 

time thereafter accept the surrender of the policy, by the 
Nominee if of full age, or by his guardian, and pay to him, or rateably 
between the Nominees if more than one, the saleable value of such policy, 
or if the nomination does not extend to the whole of the monies secured 
thereby, then a proportionate part thereof. . 

Poudes may be 14. — jf the powcr of nomination hereby given has been 
where ^°he /lo- exercised as to part only of the sum secured by any policy, 
JJ^I!?!1®^«?J*®°^ the Society by which the same is payable may, at any time, 

to part only. '^'^j r i. _5i? xt^'j • 

accept a surrender of such proportion of the said sum as is 
not included in the nomiaation, and may cancel such policy by issuing a 
new policy at the same rates of premium for the proportion thereof so 
included, subject to a Uke nomination in favour of the parties entitled 
under the nomination so cancelled. 
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^*^ti?te"*th ^^' — ^^ ^^y nomination made under this Act there may 

i^ves truatees be inserted, with the consent of the Society by which the 
rSne^*^' °®" policy sccuring the same is payable, testified as its regula- 
tions require, a provision that, if any nominee should be 
under the age of twenty-one years at the happening of the contingency 
whereon the sum assured becomes payable, the Society liable for such 
poHcy shall retain the sum to which such nominee is entitled until he 
attains such age, or until his death under it, allowing interest thereon at 
such rate, and payable in such manner, as is stated in such pravision ; and 
all such provisions shall be binding upon the Society and the nominees 
respectively. 

Rec^ta of infant ig, — jn a nomination carrying interest, the nominor may, 
Sefr ^rdian^ by a declaration inserted therein, make the receipt of any 
nominee at any age not under fourteen years a good discharge for such 
interest, and where no other provision is made by the nominor for the 
payment of the interest due to any nominee during his infancy, the same 
shall be payable, as it accrues, to his lawful guardian, whose receipt shall 
be a good discharge therefor. 

Provisions for 17. — Evcry Assurance Society, which admits the death of 
men?°of*probate any pcrson upou whosc life a policy of assurance affected by 
and legacy^^es ^ nomination under this Act depends, shall, within one 
ted. calendar month thereafter, give notice of such admission to 

the Commissioners of the Inland Revenue ; and shall, out of the sum 
payable on such nomination, retain an amount sufficient, in the judgment 
of its directors, to provide for the probate and legacy duty assessable 
thereon under the provisions of this Act, and shall not part with the 
amount so retained, or any part thereof, until such duties are paid, except 
in payment of such duties ; and if any such Society make any payment in 
contravention of this provision, it shall be Uable, at the suit of the said 
Commissioners, to pay double the sum chargeable for such duties. 

Mode of ascer- 13. — YoT the purpose of ascertaining the sum chargeable 
^?^t*of duty as last aforesaid, the Commissioners of the Inland Revenue 
payable. shall, upon the application of any nominee under this Act, 

assess the amoxmt which would be payable for probate and legacy duty 
upon the sum secured to him by the nomination if such sum constituted 
the whole estate of the nominor chargeable with such duties, and shall 
issue to him a certificate of the amount so assessed in such form as they 
from time to time direct. 

^1?c?"™ma? be ^^ "^^X ^^^^7 ^^^ *^® Assurance of Lives established 

Scknowiedjjed by in Great Britain or Ireland, may authorize any of its officers 
endorsement. [j^ ^g^ gj^ assignment, duly stamped, of any policy for which 
such Society is liable, is produced to him, together with the policy and 
a statement in writing containing the names and descriptions of the 
assignor and assignee, and the date of the assignment, to endorse thereon 
imder his hand an acknowledgment of such assignment. 
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i^mSi ^ «o! ^^' — ^'^^^ ^^ afisigmnent as last aforesaid may be made 
doraement with bv an endorsement duly stamped on the police assigned, in 
•Gknowtodgment. fj^Q fQj^jj ^f assignment contained in the schedule hereto 
which shall vest in the assignee all the rights, legal or equitable, of 
the assignor in such policy at the date hereof and may be stamped by 
affixing stamps thereto in like manner as to policies of assurance. 

FonDsofadcoow- 21. — ^An assignment of any policy not endorsed upon the 
ngnSent **" policy, shall be acknowledged in the first form of acknow- 
ledgment contained in the schedule hereto; and an assignment thereof 
so endorsed shall be acknowledged in the second form of acknowledgment 
BO contained. 

tiA^^ntB^to ^^* — ^^^ *^^ ^^^ ^^ *"^y such acknowledgment, the 
acknowiSged ** assignee therein mentioned or referred to, his executors or 
SSiSgM*^ **to administrators, may sue on the policy assigned, and give 
their own iuune& effectual discharges for any monies payable thereunder, 
and not comprised in any nomination made under the power hereby given, 
without joinder of the executors or administrators of the assurer. 

oraStSJ^ed'l-^ ^^' — "^^^ statements, hereby required to be delivered on 
mcnt **^ the acknowledgment of any nomination or assignment, shall 

be the property of the Society on behalf of which the acknowledgment is 
made, which may charge for any such acknowledgment a fee not exceeding 
Jive shillings. 

Short title. 24.— This Act may be cited as " The Life Assurance 

Act, la— ." 
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SCHEDULE 



HBEBIN EEFBEEED TO. 



ASSIGNMENT OF POLICY BY BNDOESBMENT. 



Signature of Aesignor. 



Signature of Asrignee. 



Consideration of 
Asaignment. 



Date of Aflflignment 



Witness to signatures of Assignor and Assignee. 



ACKNOWLEDGMENT OF NOMINATION. 
The above nomination was produced the 



day 



of 



before me, 



Officer of the 



Life Assurance Society. 



ACKNOWLEDGMENT OP ASSIGNMENT. 

* FIRST FORM. 

An Assignment of the within- written Policy by of 

in the County of to 

of in the County of 

dated the day of , was 

produced the day of before me. 

Officer of the Life Assurance Society. 



ACKNOWLEDGMENT OF ASSIGNMENT. 

SECOND FORM. 

The above Assignment was produced on the 



day 



of 



before me. 
Officer of the 



Life Assurance Society* 
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In perusing the cases which are very hriejly abstracted in the following 
pages, the Header must hear in mind, that each decision in some measure depends 
upon the particular form of Policy which happened to be before the Court : — 
and that, as there may be an infinity of Policies, differing in some respects from 
each other (for we cannot assign any limit to the varieties of contract of the kind 
which parties may enter into), so each individual Policy will have its own special 
legal interpretation. The general principles to be remembered, are : — 

1°. — That, if the Policy contains a warranty, that is, if the Assurance is 
made to depend on the truth of any statements : — then, if any one or more of 
those statements, however unimportant, should be untrue, whether the person 
warranting, that is, the Assured, knew it to be untrue, or not, the Policy is void, 

2°. — That, if the Policy does not contain such a warranty, still the Assured 
is bound, in applying for the Assurance, to state truly every material circum- 
stance affecting his life, that is, everything that might lead the Assurers to charge 
a higher premium, or to decline the Assurance ; and if the Assured untruly states, 
or omits to state, any such circumstance, the Policy is void, even though the 
. error or omission on his part was unintentional and not fraudulent. 

3°. — A form of Policy may be devised, which is termed " Indisputable," in 
which the right to avoid the Policy on the ground of non-fraudulent misrepre- 
sentation or concealment is expressly abandoned ; but no form of contract 
(dependent on statements with regard to the life proposed) can be devised, 
which would enable one of the parties to profit by his Fraud upon the others ; 
and, therefore. Fraud will vitiate every such Policy. 
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AOENCT Con behalf of th-e AsswredJ. 

Abt. 1. — ^Where A assures the Life of B^ who makes false 
representations to the Office without the knowledge of A^ B is not 
the ^Agent of A^ for the purpose of binding him by such false 
representations, unless A warrants them. (Art. 113.) 

This is the decision in WhsdUm y. Hardiitu, 8 Ellis and Blackburn 232, 27 Law 
Jonnial, Q. B. 241, T which was an action brought b^ the Norwich Union Rever- 
sionary SocietT against a Life Assurance Association, on a policy assuring the 
life of R. P. H. Joddrell, tried in the Court of Queen's Bench, and decided for 
the Defendants, but rerersed upon Appeal in the Exchequer Chamber), where, as 
Bwon Bramwellohserred, ** Joddrell was no more the Agent of the Plaintifis than 
of the Defendants. He was not concerned more for the one than for the other." 
See Warranty. 

There is an earlier caie {Maynard ▼. Mode, 1824, 1 Carrington and Payne 960), 
which probably turned on Policies in the Warranty form, as it was an action 
against an old Office, on an Assurance on the life of Colonel Lyon, debtor to 
the Plaintiff. Chief Justice Abbott directed the jury, that if Plahitiff allowed 
the Colonel to make false representations when the Policy was effected, he was 
bound by them ; and the yerdict was accordingly g^yen for the Defendant. 

2. — The Assured is liable for any misrepresentation or conceahnent 
made by any Agent acting by his orders^ and who is in any wise 
instrumental in procuring tiie Assurance ; and the concealment of any 
material fact known to the Agent, even though not known to the 
Assured, may avoid the contract. 

Lord Siansfield, 1785, in FitzhsrheH y. Mather^ 1 Term Reports, 12. Lord 
EUenborough, 1813, in Gladstone y. King, 1 Maule it Selwyn, 35, both cases of 
Miu^e Insurance. Similar decisions haye been giyen in the United States. See 
Willard Phillips on the (American) Law of Insurance, Boston. 1853, p. 292. 

3. — ^If the Agent of the Office act also as Agent of the Assured in 
effecting the Assurance^ even an unintentional misstatement^ through 
such Agent, may be a breach of warranty. 

Lord Lyndhurst, 1846, in Pareone y. BignM, 15 L. J. Chan. 379. Bunyon on 
Life Assurance, p. 37. 

AMAXGAMATIONS. 

4. — To remedy deficiencies of Capital, a very general movement (in 
most cases, of a highly beneficial character to Policy-holders) has 
recently prevailed among Assurance Companies, for effecting Amal- 
gamations of the business of two or more institutions, by the Tramsfer 
to one Company of the business of another. See Part I. of this 

* [The word *' Agent," as here used, must not be confounded with the Agents to the 
Companies in Tarious places. It is here used in a strictly legal sense.] 
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work. As to how far the concmrence of Policy-holders is necessary, 
see King v. Acaimulative Assv/rance. 3 C. B. (N. S.) 151 : 30 L. T. 
119 C. P. 

1857^ per C. J. Cockbnm : *' There is no implied coveiiai^t in a Policy, on the 

fiart of the grantors, to continue the business of an Insurance Company." 
t has been contended, that such an implied corenant arises on that part of the 
Policy, which provides that ' the capital stock and other the securities, funds, 
and property of the said Company, remaining, at the time of any claim or, 
demand made, unapplied and undisposed of, and inapplicable to prior claims and 
demands in pursuance of the provisions of the Deed of Settlement, shall alone be 
liable to answer and make good all claims, &c., under or by virtue of this 
Policy; and that no director, officer, or shareholder, &c., shall be in anywise 
individually or personally liable, &c., beyond the amount unpaid of his Shares.' 
It seems to me, all that was intended by that proviso, was, to protect the Share- 
holders from individual and personal liability to the holders of policies. It was 
evidently introduced, not for the purpose of enlarging the security and extending 
the remedy of the Policy-holder, but precisely the reverse." 

Williams, J. : It seems to me to be impossible to say, that the Policy amounts to 
anything more than a contract, that the plaintiff or his executors shall receive 
the sum assured, when the time for payment shall have arrived. It is difficult 
to implv from the circumstance of the Policy-holder being entitled to a share 
of profits, a contract on Ae part of the Company that they will, in order to 
give him a better chance of profits, continue to carry on the business, supposing 
it should turn out to be disadvantageous to them to do so." 

Crowder, J. : ^ What injury has the plaintiff sustained ? It may very well be 
that the Company were in a bad way, and that the New Company are much more 
likely to meet the claims of the Policy-holders, when the proper time arrives. 
This has been very properly characterised as an action quia timet. When the 
event assured against has happened, and not till then, the plaintiff or his repre- 
sentatives, will be entitled to enforce the Policy." 

Willes, J. : " There is no contract by the defendants with the plaintiff, that they 
will not alien or transfer their funds." 

See also the recent case of Bishop v. Scott, 1863, 7 L. T. (N.S.) 570 Ch., where 
an interim injunction to restrain an Amalgamation was refused to a Policy- 
holder with participation of profits, on the ground that the principal part of tne 
arrangement had been carried out, and he could not be damnified by the pro- 
ceedings remaining in statu quo, until tbe hearing of the cause. 

See also Aldebert v. Leaf, (12 W. R. 462, 1864), before V. C. Woon. 

In Re the Waterloo Life, 4rc., Assurance Company, Carres Case (33 fieav. 642), 
A Policy-holder appUed to be admitted to prove against the Company in 
winding up, although the Directors had, in accordance with powers given to 
them in the Deed of Settlement, tcansferred the Policies to another Company, 
upon terms agreed upon. It was held by Romilly, M.R., that under the provi- 
sions of the Deed, the Policy-holders had no concern with the sufficiency of 
the amount handed over with the Policies, and no claim on the transferring 
Company. 
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5. — ^In Companies registered under the '^ Companies Act, 1862, 
(25 and 26 Vict. c. 89), such Amalgamations, by Transfer of Business, 
are specially authorised and regulated by the following provisions : — 

'' S. 161. Where any Company is proposed to be or is in the course of being wound 
up altogether voluntarily, and the whole or a Portion of its Business or Property is 
proposed to be transferred or sold to another Company, the Liquidators of the first-men* 
tioned Company may, with the Sanction of a Special Resolution of the Company by 
whom they were appointed, conferring either a general Authority on the Liquidators, or 
an Authority in respect of any particular Arrangement, receive in Compensation or part 
Compensation for such Transfer or Sale Shares, Policies or other like Interests in such 
other Company, for the purpose of Distribution amongst the Members of the Company 
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being wonnd op, or may enter into any other Arrangement whereby the M^mhers of the 
Contpany being wound up may, in lieu of receiving Cash, Shares, Policies, or other like 
Interests, or in addition tnereto, partieiptUe in the Profits of or receive any other Benefit 
from the purchtinng Company ; and any Sale made or Arrangement entered into by the 
Liquidators in pursuance of this Section shall be binding on the Members of the Com- 
pany being wound up : subject to this Proviso that if any Member of the Company 
being wound up, who has not voted in favour of the Special Resolution passed by the 
Company of wnich he is a Member, at either of the Meetings held for passing the same, 
expresses his Dissent from any such Special Resolution in writing addressed to the 
Liquidators or one of them, and left at the registered Office of the Company not later 
than Seven Days after the Date of the Meeting at which such Special Kesolution was 
passed, such dissentient Member may require the Liquidators to do on6 of the following 
things as the Liq^uidators may prefer : that Is to say, either to abstain from carrying 
such Resolution into effect, ob to purchase the interest held by such dissentient Member at 
a Price to be determined in manner hereinafter mentioned, such Purchase-Money to 
be paid before the Company is dissolved, and to be raised by the Liquidators in such 
manner as may be determined by Special Resolution : No Special Resolution shall be 
deemed invalid for the purposes of this Section by reason that it is passed antecedently 
to or concurrently with any Resolution for winding up the Company, or for appointing 
Liquidators; but if an Order be made within a Year for winding up the Company by or 
subject to the Supervision of the Court, such Resolution shaU not be of any Validity 
unless it is sanctioned by the Court." S. 162 provides that, in case of dispute, the 
value of the interest of the dissentient number shall be settled by arbitration. 

Companies established by partnership or private Act may (under s. 180), and those 
under the Act of 1844 must (by s. 209) obtain Re^^istration under the Companies' Act, 
1862, and thus avail themselves of tho above provisions. . 

6. — ^As to what indemnity should be given to the Company which 
sells its business, see the remarks of Lord Westbury in the Anglo- 
Australian and Universal Family Life Assurance Oompany v. Tke 
Official Manajer of the British Provident Life and Mre Assurance 
Society, 18o2, 10 W. E. 588, 8 Jur. N. S. 628. 

7. — ^In the case of the Saxon Assurance' exparte Anclwr Assurance, 
a claim against the Saxon Company was admitted, notwithstanding 
that an attempt had been made to transfer its liabilities to another 
Company (the Era), and that the Anchor had accepted an exchange 
of an Era security for their Saxon one. Before V. C. Wood, 1862, 
2 Johnson & Hemming, 408, 10 W. R. 724. 

8. — Id the case of the Saxon Assurance exparte The Era Assurance, 
a petition on the part of the purchasing Company to be repaid by the 
selling Company, the excess of the liabilities they had incurred over 
the assets which had been transferred, was dismissed by V. C. Wood, 
1862, 2 Johnson & Hemming, 408, 11 W. R. 59. 

9. — ^As to the power of an unregistered Company (after an amalga- 
mation) to change its name, see Southall v. Beattie, before V. C. Wood, 
reported in the Times of the 17th December, 1862. The following 
is the provision of the Companies^ Act, 1862, as to change of name 
in those Companies which are registered under it : — 
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** S. 13. Any Company under this Aot, with the Unction of a Special Resolution of the 
Company passed in manner hereinafter mentioned, taxdmth the Approval of the Beard of 
Trade testified im. writing under the hand of its Secretariee or Aeeietant Secretaries, may 
change its Name, and upon such change being made, the Registrar shall enter the new 
Name on the Register in the place of the former Name, and shall issue a Certificate of 
Incorporation, altered to meet the Circumstances of the Case ; but no such alteration of 
Name shall affect the Rights or Obligations of the Company, or render defective any legal 
Proceedings instituted or to be instituted by or against the Company, and any legal 
Proceedings may be continued or commenced against the Company by itsnew Name, that 
might have been continued or commenced against the Company by Jits former Name." 

ASSIGNMENT. (See chap. 1, ante p. 17). 

10. — ^The Assignee of a Policy does not come within the Gambling 
Act (14 Geo. 3, c. 48.) 

Tn'AsUey y. Ashley, 3 Simon 149, Sir L. Shadwell, V. C, said: — The purchaser 
of the Policy stands in the place of the original Assignor, and brings the action 
for the sum^stated iu his name, or that of his representatives. 

But if A, who has no insurable interest, causes B to assure his Ufe, A paying the 
premiums, and B assigning the Policy to him, it isjield to be void as an evasion 
of the Gambling Act. This appears from the case of Wainwright y. Bland, 
noticed under the head of ''Interest." See also HodsonY, Observer Assurance 
8 Ellis and Blackburn 40, 26 L J. Q. B. 303, in which it was held by the whole 
Court (Coleridge, Wightman, Erie, and Crompton) that every Policy, whether • 
wagering or not, must contain the name of the person really interested, or for 
whose benefit it was e£fected, inserted as such, and if uot is void under s. 2 o^ 
the Gambling Act. 

* 

11. — Since 1 & 2 Vict., c. 110, s. 12, Assignments of Policies of 
Assurance are subject to the provisions of the Statute of Fraudulent 
Conveyances (18 EUz., c. 5, see art. 12, chap. 1.) 

In Stokoe v. Cowan, (1861) 29 Beavan 637, the Master of the Rolls set ajside an 
Assignment of a Policy as fraudulent against Creditors, being of opinion that 
at the date of the Assignment everybody concerned well knew that the man 
was dying, and could not live out the year. 

12. — AjOi Assignment of a Policy as seouriiy for a debt, with a 
proviso for redemption, requires an ad valorem Stamp as a Mortgage. 

This was held by the Court of Exchequer (1850) in the case of Caldwell y. Dawson, 
5 Ex. 1, on the grounds that a Policy of Assurance, being a valuable article of 
sale, is '^ property " within the meaning of the Stamp Act, as it certainly would 
pass by a devise of all the testator's property. Baron Rolfe said, '< Notwith- 
standing the decision in Warren v. Bowe,*^ (1823, 2 B. & C. 281 — a previous 
case which this to that extent overrules) ^ I must own, that if I should be the 
purchaser of a jadgment debt, or of .a policy of assurance, I should insist upon 
having it stamped with fin ad valorem au^. 

13. — To preserve priority in case of Assignment, notice must be 
given to the Assurance Company, and it is desirable to obtain acknow- 
ledgment of the same in writing from the Office ; but Companies 
disregarding notices run risk in case of payment, for the bUghtest 
notice may be held sufficient. 

In exparte Stright (Montagu 502) a letter stating, ^' I am the holder of the Policy," 

a 
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and ABklng what price would be given for its tnrrender, was held snfficieni. 
See remarks at p. 20, rhap. 1. In JVoriA British Inauranee r. HaUeU, 7 Jar. 
N.8. 1203 (Chan.^ a verbal notice was held sufficient, although not eren entered 
in the books of the Company. 

14. — ^It is freqaently a condition of a Life Policy that it shall not 
be void in case of Suicide^ if it has been assigned for a valuable con- 
sideration at some period (as six months) previons to the death. 

Janei t. the Consolidated Ojfiee arose on a Policy containing this condition (26 Bear. 
266, 28 L. J. Ch. M), and it was held by the Master of the RoUs that a 
letter to the Plaintiff charging the Policy with a balance due to him, though 
on a floating account, satisfied the condition. See also Cook t. Blctck (1842). 
1 Hare 380. 

16. — ^If the Assignee pays money to keep up the Policy, it may be 
recovered in an action of debt, although the Assignment, by virtue 
of which it is paid, may be a deed under seal, containing no e2q)ress 
covenant by the Assignor to repay the Premiums. 

This was the decision of Lord Denman and Williams and Coleridge. J J. (1846). 
in Barber y. Butcher, 8 Q. B. 863. 

16. — ^Where a Creditor assures the Debtor's life, but charges him 
with the Premiums, the Policy belongs to the Debtor, after the Debt 
has been paid off; and it would seem that the Creditor's original 
interest in the Debtor's life would merge> and that it is not necessary 
to prove it. 

MoUand t. Smith (1806), 6 Esp. 11 ; Ootlieb t. Craneh, 17 Jur. 686. Kelly on 
Life Annuities, 1835, p. 57. 

So in the case of a Trustee. In C^llett v. Morrison (1851), 9 Hare 162, R 
having effected a Policy on the life of another as her Trustee, having no interest 
in the life himself, sought to appropriate to himself the proceeds. In his pro- 
posal to the Office, he had declared himself Trustee for the life, but the 
Company had issued the Policy to him in his own name. The Company 
disputing his claim on the ground of want of interest, the Plaintiff as repre^ 
sentatire of the deceased, prayed in consequence, a declaration that R was 
her Trustee, and a decree against the Company for payment to Plaintiff, and 
the Court decreed accordingly. 

17. — As a Policy is a chose m Action (see p. 1 7), the Assignee must 
sue in the name of the representatives of the deceased. The Court 
of Chancery can appoint a representative under the Acts of 1850 
and 1852, (13 &14 Vic, c. 60; 15 & 16 Vic, c 60.) 

See also Brazier t. Hudson, 9 Sim. 1, Desborough y. Harris, 6 De Gex M, & G. 
439y Glynn t. Locke, 3 Drury and Warren 11. 

A 

BAD HEALTH. 

18. — ^If to an action on a Life PoKcy it be pleaded that the 
declaration of good health in the Policy was untrue, the Plaintiff is 
entitled to begin, as it lies with him to establish that which is the 
very condition of the Assurance. 
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This was the decision of Lord Denman in Rawlins r. D€$horough (2 Moody and 
Robinson 70, 8 Carrington k Payne 321). 

19. — Statements made by the deceased to third parties are good 
evidence (per Justice Grose, '' not only good evidence, but the best 
which the nature of the case aflfords '^) to prove bad health. 

Aveson r. Lord Kinnaird 4r others, 6 East 188, tried in 1805, before Baron 
Graham, and a new trial refused by Lord Ellenborough and Grose and 
Lawrence, J. J. 

20. — ^As to spitting of blood, see Geach v. IngaU, 14 Meeson and 
Welsby95. 

By the expression "spitting of blood," is no doubt meant the disorder so called 
whether proceeding from the lungs, the stomach, or any other part of the body ; 
still, howerer, one single act of spitting of blood, would be sufficient to put the 
insurers on enquiry as to the cause of it, and ought therefore to be stated. 
(C. B. Pollock.) If a man had spit blood from his lungs, no matter in how 
small a quantity, or eren had spit blood from an ulcerated sore throat, he would 
be bound to state it. (B. Rolfe.) By spittin? of blood must no doubt be 
understood a spitting of blood as a symptom of disease tending to shorten life. 
(B. Alderson.) 
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21. — ^As to fits, see Chattock v. Shaw, 1 Moo. & Rob. 498, 
Warranty .'* 

The Assured, in consequence of a fall, had had two epileptic fits within a short 
interval several years before the date of the Policy, but they had never recurred, 
and Lord Abinger charged the jury, that if they did not consider this evidence 
of a constitutional liability to fits, die non-statement of the circumstance was 
immaterial. 

22. — ^As to Gout, see Fowkes v. Manchester and London, 8 Foster 
and Finlason, 440. 

BANEEUPTCY. 

23. — ^In most Policies it is provided, that in case of suicide, the 
Policy shall be void, except it has been hona fide assigned to any 
third party. An Assignment by Bankruptcy is not the kind of as- 
signment contemplated by this exception. The interest there described 
means one acquired by contract upon a valuable consideration, not 
one arising merely by operation of law. An Assignment in Bank- 
ruptcy is made no doubt in consideration of past debts due from the 
assignor ; but it does not confer an interest within the meaning of the 
exception. The exception was introduced by the Companies in 
order to facilitate the Assured's dealing with the Policy; but the 
expression '^ any third party,^^ cannot be construed to mean a person 
who by operation of law becomes the assignee of the estate of the 
man whose life is insured, as a mere personal representative, to 
collect and administer the estate. 
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These prinoiplee were held by Lord Oaaipbett, C. J., and Crompton and Hill^ 
J J., and confirmed on appeal in the Ezefaeqver Chaiaber, in tin ease of Jaekgon 
T. Forster, 1 Ellia and Ellis 463> 29 L. J., Q. B., a 

24. — ^Until notice has been given to the Office by tbe assignee of a 
Policy^ it is in the " reputed ownership '^ of the assignor in case of his 
bankraptcy ; and as being in his ^' order and disposition/' it will be 
sold for the benefit of the creditors generaQy. 

W%Uiam$ r. Thorp, 2 Sim. 267. 

Oibion T. Overbury, 7 Mee. & W. 565, was an aetion ol trerer by the assignees 
of a bankrnpt, to recover a Policy of Assurance on his life, deposited by him 
with the defendants as a security for money advanced, but no notice had been 
fpven to the Office of such deposit. Lord Abinger said, " Suppose there had 
been an assignment in writing of this Policy to secure the debt, but no notice 
given to the Office, then it would fall within the cases that there had been no 
equitable transfer, because it was not completed, and that the instrument 
remained in the possession of the bankrupt notwithstanding the intended 
transfer, and if it was not complete in Equity, then the assignees would not be 
divested of their right to recover. But in the case of a mere lien from a 
deposit by a bankrupt, I believe there is no example of the assignees having 
been held entitled to maintain trover." 

OONCEALHENT. 

25. — Under Policies in the ordinary form, whether containing a 
warranty or not, if any material fact have been omitted to be stated, 
the Policy is void, although all the questions put may have been 
answered with literal truth. 

The Proposal Form usually contains a general Question, and under that question 
information must be given " of e^ery fact which any reasonable man wctald 
think material." (Lord Tenterden, C.J.) This is to meet cases where there 
are '* circumstances affecting the particular individual, not likely to be known 
to the Office, and which if they had been known would, no doubt, hare been 
made the subject of specific enquiries." (Littledale, J.) Lindenau y. Des^ 
borough, 8 Bamewell and CreSswell 586, 3 Carrington and Payne 353^ See 
also •' Fraud." Fowket v. Manchester 8^ London, 11 W.R. 622. 

26. — The materiality of any circumstance concealed is a question 
for a jury. 

Hvtguenin t. RayUy, 6 Taunton 186» was an action tried in 1815 before Dampier, J* 
It had been concealed that the life proposed was in prison at the time of effect- 
ing the Policy A rule for a new trial was made absolute on the ground that it 
ought to have been submitted to the jury whether this was a material omission. 

But the concealment must be of a fact known either to the assured 
or his referees. 

In Swete v. Fairlie, 6 C. and P. 1 (an action tried before Lord Denman), the pro- 
poser had omited to state a previous illness from which he had suffered ; but as 
it appeared that he was not conscious of what had happened to him when 
suffering under it, the Policy was h^ld not to have been vitiated. 
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27. — >Aii omissioii to state any fact does not vitiate the Policy^ if 
tbs fact be already known to the Assurance Office. 

Pitnm T. Lewis, 2 Fo^«r and Finkson 778, was an action on a Fire Policy. It 
was a condition of the Policy that it should be Toid if the Assured shoold have 
omitted to communicate any matter material to be known to the Company. 
Baron Martin told the jury that this clearly meant anything that was not 
already known to them or to their officers. Here however the matter was 
known to them; and the jury accordingly gave a verdict for the Plaintiff. 

28^— Policies are entered into upon an implied contract that every 
thing^material shall be disclosed by the Assured. 

Wr Parke, Baron, in Moens v. Heyworth, 10 M. and W. 147, (see also ** Agency.") 

29y-^A8sarance Offices should put a general question to Beferees^ 
as to w'ather there are any facts within their knowledge affecting the 
life prc^osed not specified in the usual inquiries^ ^s otherwise a 
Befereeis not obKged to volunteer information, however material 
in his esVnation, Wmch is not required or pointed at by any questions, 
either pa^cular or general, proposed by the Assurers. 

Hwih(jin V. Femie, 1838, 3 M. and W. 505, per Lord Abioger. The evidence 
wen^ show that the wife, whose life was insured, had been examined by the 
Com^y^ when she did not mention certain facts which it was supposed she 
knew\) be material The jury found that the hui^and did not know those facts. 
If the»ife had been the general agent goine to effect this Policy for her hus- 
band, V knowledge might be considered his knowledge for the purpose of 
effectiiYhe Policy ; but in this case the wife was not otherwise the agent of 
her hus\|i^ than to answer particular questions, such as the Company might 
clioose t\g]t iier. No question was put to her of a kind calculated to eUcit the 
particulatftcts said to nave been concealed, and she gave general answers to 
the prmt^uestions that were put to her. 

<^TEACIT OF INSURANCE. 

80.— Life Insm\(5e in no way resembles a Contract of Indemnity. 

Baron Parke in ^y y. j^^^^ ^ London Office, 15 C. B. 305, 24 L. J. C. P. 2. 
This was ^uj*^ tried before Cresswell, J., and subsequently argued in the 
Exchequer Cba^p ^^ ^ bju ^f Exceptions to his ruling. Baron Parke said, 
in dell venng bis ^Qjg,^^. — tt ipjjg contract commonly called Life Assurance, 
when properly ^^A^re^^ is a mere contract to pay a certain sum of money 
on the death of a^pgQn^ j^ consideration of the due payment of a certain 
annuity for hw litei^^ amount of the annuity being calculated in the first 
instance according ^^ probable duration of the life : and, when once fixed, 
it IS constant and "Mable. The stipulated amount of annuity is to be uni- 
formly paid on one si^ ^ the sum to be paid in the event of death U always 
(except when bonuses ^ ^^^ gj^^^ j^y prosperous offices) the same on the 
other, and this species ov^g^^^^^j^ -^^ ^^ ^^^ resembles a contract of indemnity." 
In Hamilton Y. Mendes, ^\^^^ hqq, i.ord Mansfield (1761) laid it down that 
a Marine Jisurance wsA^o^^j^^j^ ^^ indemnity, founded upon the extent of 
the damnification at the y the action is brought, and this decision was 
receive<l for «> years « kroning the altogether dissimilar contract of Life 
Assurance. Rut that tiiev, ^^ insurances, the two transactions have 
n<.thing in commoi^ and yet ^j^j-j^^ ^^ ^.^^ ^1^^^ ^^^,^ ^^^ ^^ ^^^ j^^ 
a succession of distinguished^ ^^ ^^^ unreasonable decisions. 
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31. — ^The contract of Insurance is that in which a smn of money ^ as 
a premium, is paid in consideration of the insurers incurring the risk 
of paying a larger sum upon a given contingency. 

C. J. Tindal, in Paterson y. PaweU, 9 Bin^. 320. This case arose opoi an 
aleatory contract upon the event of an Imperial Brazilian Mining Share readying 
a specified value on the share list by a certain day, which was set aside af for- 
bidden by the Gambling Act. The contract of Life Insusance has been defined 
to be that in which one party agrees to pay a given sum upon the hap^ning 
of a particular event contingent upon the duration of human life, in con«dera- 
tion of the immediate payment of a smaller sum, or certain equivalent petodical 
payments by another. 

Bunyon on the Law of Life Assurance, 1853, p. 1. Ellis on the Law of Inurance, 
1832, p. 97. 

32. — The use of Life Assurance, in some countries of i)urope^ 
may be carried back to a remote time. 

Scaccia, in his Treatise J)e Commereiis, one edition of which (apparetly not the 
earliest) bears date 1020, describes at length the benefits and incients of the 
eontract, and the legal doctrines then apply ine^ to it. Emerigon Treatise on 
Inturances, MarseiUes, 1783, p. 198, English Edition, 1850, p. V) says. Life 
Assurance is not properly termed so, but is really a wager ; and uotes Rocous 
(resp. 23), '' Fiunt per vuun sponsionum vnlgariter dictarum scoiotosse." 
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33. — ^A Creditor has an insurable interest In the h< of his Debtor. 

Oodsall V. Bddero, (9 East 71), was an action on a Policy r ^® life of the Right 
Hon. Wm. Pitt, taken out by one of his creditors. Mi^i^'s debts, it is well 
known, were after his death defrayed by the Nation, a' ^fi^efore no damage 
accrued to the creditors. Lord Ellenborough, whf delivering juc^ment, 
remarked, " The interest which the plaintiffs had in**® ^^^ of Mr. Pitt was 
that of creditors ; a description of interest which haf®?" ^©^d in several late 
cases to be an insurable one, and not within the pr^*>**io*^ of the statute 14 
Geo. 3, c. 48,8. 1 ;** but he proceeded to say (what»* ^^^^oe been overruled), 
"This action is in point of law founded upon a sw^^^ damnification of the 
plaintiffs occasioned by his death, existing and con^J'^S *o exist at the time of 
the action brought ; and being so founded, it folio ^' course that if, before the 
action was brought, the damage which was at fi- supposed likely to result to 
the creditors from the death of Mr. Pitt, was ^^^^7^ obviated and prevented 
by the payment of his debt to them, the foundr*** of anv action on their part, 
on the ground of such insurance, fails." It is '^ settled (see below) that Life 
Assurance is not a Contract of Indemnity. 

34..— If the debtor has agreed to pay^ ^®^* by instalments over 
a given period, the Policy may extend ^^ *^^* period. 

Zindenau v. Desborough, 3 Carrington anL*y°® ^3. Lord Tenterden :—« It 
appears that the plaintiff's bank were rl*?" °^ ^ former Duke Augustus 
(of Saxe Gotha). and that Duke Fred^A. ®i^ ) having undertaken to pay 
the debt by instalments in five years, ^ V^ '^ * I director of the bank, 
effects an insurance on Duke Freder* i"® tor those five years. Such being 
the facts, I think that the plaintiff b*^ insurable interest." 
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35. — The Creditor may recover upon the Policy, even though the 
executors of the person whose life had been assured have paid the debt. 

Dalhy v. India 4r London Office, 16 C. B. 365. Baron Parke said, that to decide 
otherwise, would be contrary to justice, fair dealing, and common honesty. 
The only effect of the Gambling Act is to make the assured value his interest 
at the true amount when he makes the contract. 

In Law y. London Indisputable Office, 1 Kay and Johnson 223, 24 L. J. Ch. 196. 
V. C. Wood remarks, that the Assurance Company was in the same position, and 
always would be in the same position, whether the object of the assurance was 
effected or not. 

Even while GodsaU y. Boldero was law, few offices ventured to dispute a Policy 
on the ground of the cessation of the interest of the assured in the life. It is 
so obviously contrary to every principle of fairness, t^at a Society should receive 
payment year after year for a risk of a certain and defined amount, and then, 
when the Policy becomes due, defeat it by a mere technical objection, that any 
office doing so would seriously damage its reputation. It is a singular circum- 
stance, that one of the few instances in which this unworthy defence has been 
attempted, was afforded by a Society the very title of which proclaims its 
Policies to be " indisputable." It is hardly necessary to add, that that office is 
not now in existence. However the peculiar circumstances of the case may 
have justified that Society in the course they adopted, the result upon them was 
to weaken their position with the public, and to hinder the accession of new 
members, and a very short time after this unwise law suit, they found it judicious 
to transfer their business to another office. (See Art. 67.) 
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36. — If Death occurred after the expiration of the Policy, the 
Office would not be liable, ^though the cause of Death had arisen 
before. 

This was remarked by Willes, J. 1786, in Lockyer v. Offl^y, 1 Term Reports (Durn- 
ford and East) 252, which was an action on a Sea Policy. *' Suppose an insurance 
on a man's life for a year, and some short time before the expiration of the 
term he receives a mortal wound, of which he dies after the year, the insurance 
office would not be liable." 

37. — Unless the Policy provides otherwise, it is not necessarily void 
in case of death by suicide through temjporary insanity. See ''Policy.^' 

Horn v. Anglo-Australian Office, 30 L. J. Ch. 611, 9 W. R. 369. V. C. Wood 
said, '^ I have no doubt in my own mind that no principle of public policy 
interferes to prevent a person insuring against the consequences of his insanity, 
in whatever unhappy form it might develope itself, just as he mi^ht insure 
against any other calamity by which his life might be determinea I am of 
opinion, therefore, that the Policy must be held to be valid." 

38. — The burden of proof of the event having happened will, in aU 
cases, rest with the Assured, who must tender due evidence to the 
Assurers. In the PoHcy it is usual to stipulate for satisfactory 
evidence ; this does not mean such as the mere caprice of the Insurers 
mav require, but satisfactory is in fact equivalent to sufficient. 



so (1826), wbwe the Cooiiiimve rdBwd to maite mD mi^Dinieiii H ue reqooi 
w AMDTed J it wu held tbmt he might kw oa the Policy ootwitlntuiliag. 

39, ^If a peraoTt goes abroad, and ia not heard of, a presninption 

of death arises at the end of seven years, by 19 Car, 2, c. 6 ; but 
sufficient enquiry mnat be made, and the A^nrance Office paying 
npon presumptive proof of death, is entitled to security for repayment, 
if the party should afterwards turn ont to have been ahve. 

In T»C>ted,\ DrewTjKfi: In bonU J. Stwtp, 17 Jnt. 240 Pror<« Ct- 8e« 
6 Ado, o. 18, ScratMis o» Copyhold*, p. 95. 
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40. As to difficolties which sometimes arise in the mortgaging of 

Policies see 

Uvarl r. Vtattd OunrantM A-ttunmet ; Uniitd Ouarantei t. CXtland, 7 De Gex, 
Mac N. & Oor. 112, on appe*!, when there ma  difference oT opinion betweea 
the Lordi Joatices, as to the priorilj of clwm of BuccesuTe holdera of a Policy. 

41, — Policies of Life Assurance are very serviceable to Creditors, 
as, by assuring the amount due to them they can obtain, at a ti-ifling 
cost, a compensation for the loss which the death of their Debtor 
might occasion. Care should be taken, however, in framing the 
security, to insert provisions capable of carrying out the objects 
contemplated. 

In Brown ^ othtr$ v. Sir Robert Price, 27 L. J. 290 C. P., money adranced to 
nav tiremioois was held not to be recoverable against (he defendant, as the 



mortgace deed did not contain a covenant to repay anch adiances. But in Earl 
FitimUiam t. Str Robert Print ^ oiliert, 4 Jnr. N. S. 889 Cb., the money so 
adranoed was allowed againat the estate in a mortgagee's soil, ailer the death 
of the borrower. 

42 . As to the position of the Assignee in cases of Bankruptcy, see 

B» StorU'i TViuE, 28 L. J. 888 Ch., where the title of the Assignee in Insolvency 
was preferred by V. C Stnsrt, to that of the personal representstiTea of the 
deceased, the PoUcj having been inserted in the Schedule. 

43_ In a Mutual Assurance Society, Policy-holders may be made 

liable for the whole of the debts of the Society. 

This was expressly enacted in 7 & 8 Vict. c. 110, SB. 3, 6fl. See the CompaDies' 
Act 1862, 25 & 26 Vict, o. 89. SUiienav. Sfeeurily MufuoMiTOranM, 28 L. T. 
260 Q. B., was a case where a member, who had become entitled in part to his 
assurance, was held to be liable as a contribntory. In that Society, calls of 
large amount were made upon the Policy-holders. 
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DEBTOR. 

44. — A Debtor has no interest in the life of his Creditor. 

Bebden v. West, 1863, 3 Best and Smith, 679; 32 L. J. 85 Q. B., 11, W. R. 423, 
was a case where the Debtor had insured his Creditor's Life, on a promise from 
the Creditor that he would not enforce the debt as long as he lived. Held 
that this did not create an insurable interest. 



DEVISEE. 

45. — ^An expectant devisee has no insurable interest^ but the 
purchaser of such a devise has. 

Cooke V. Field (1850), 15 Q. B. Reports 460, 19 L. J. Q. B. 441, was an action 
upon an assignment by defendant to plaintiff of a Policy in the tlnited Kingdom 
Office. Lord Campbell said, *' If it is correctly called an insurance on life, it is 
not without an interest within the meaning of the Statute, for although Field 
has no vested interest in the property of Mr. Smith which he could sell, a 
promise to assign a devise which he expected would be a sufficient considera- 
tion to support a promise to pay for it on a contract not under seal, and the 
purchaser of such an expected devise would have an interest so far as to pre- 
vent his Policy from being considered the gaming or wagering prohibited by 
the Statute." Mr. Bunyon remarks, that the doctrine in this case is not perhaps 
very obvious, as it might be thought the purchaser could not be in a different 
position to that of the vendor in respect of his interest; and this undoubtedly 
would be the case as regards the property ; but it appeared that the contract 
itself being one that the law would recognise, became an insurable interest in 
the purchaser, so as to entitle him to secure himself by insurance against the 
contingency of the death of the proposed testator, without having made the 
devise. 



DISORDER. 

46. — In answering the question, ''Have you ever had any disorder 
tending to shorten life/^ it has been held that it is not necessary to 
disclose a disorder which has not usually that tendency, under which 
the person had sujQfered. 

Watson V. Mainwaring,.^ Taunton 763, 1813, J. Chambre said, "All disorders 
have more or less a tendency to shorten life, even the most trivial ; as, for 
instance, corns may end in a mortification. That is not the meaning of the 
clause. If dyspepsia were a disorder tending to shorten life within this excep- 
tion, the lives of half the members of the profession of the law would be 
uninsurable." J. Gibbs, " According to the rule contended for, the insured, to 
be insurable, must have no disease at all." See also Fowkes v. Manchester and 
London Assurance, reported at length under the head of " Fraud." 



EXTRA PREMIUMS. 

See "Policy" (Art. 93.) 

u 
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FOSFErrUBE. 

47. — In cases of doubt, the Court will lean in favour of that 
interpretation which will not work a forfeiture of the Policy. 

Anderson r. Fitzgerald, 4 House of Lords cases 484, was an appeal against a 
decision which had been confirmed by tr.e Court of Exchequer Chamber in 
Ireland. The House requested the assistance of the judges, who advised them 
that there were only two questions for the jury on the particular form of 
policy ; — were the statements false — were they made in obtaining; or effecting 
the policy. The following important remarks were made by their Lordships 
in giving judgment (July 14, 1853) ; Lord Chancellor Cranworth : — " The 
direction of the jury ought to have been, ' You are to ascertain whether what 
was then stated was untrue, was false.' Whatever interpretation may be given 
to the word ' false,' if it was false, there is no question as to whether it was 
material or not, the parties having stipulated that if it was false the policy 
should be void. Lord Brougham : — " I'he truth of the statement, it being part 
of the contract, not its materiality, was in issue." Lord St Leonards : — The 
policy ** is of course prepared by the Company, and if there/ore there should 
be any ambiguity in it, must be taken according to law, more strongly against 
the person who prepared it, A policy ought to be so framed, that he who runs 
can read. It ought to be framed with such deliberate care, that no form of 
expression by which, on the one hand the party assured can be caught^ or by 
which on the other the Company can be cheated, should be found on the /ace of it. 
Nothing ought to be wanting in it, the absence of which may lead to such 
results. When you consider that such contracts as these are often entered into 
with men in humble conditions of life, who can but ill understand them, it is 
clear that they ought not to be framed in a manner to perplex the judgment of 
the first judges in the land, and to lead to such serious difference of opinion 
among them. I think that your Lordships and every court of justice should 
endeavour to give such a construction to a policy of this nature, as will afford 
a fair security to the person with whom toe policy is made, that, upon the 
ordinary construction of language, he is safe in the policy which he has 
accepted. I am quite sure, if policies of this nature are to be entered into, and 
such doubts are to be raised, as have been raised in this case, that that very 
important branch of insurance — life insurance — will become very distasteful to 
people, and that no prudent man will effect a policy of assurance with any Com- 
pany without having an attorney at his elbow to tell him what the true con- | 
struction of the document is. 1 think the Company was right enough in i 
resibting this claim, but I cannot think the Company to be right in so framing 
a policy." 

Jones V. the Provincial Insurance (3 C. B. [S. S."] 65, 26 L. J. C. P. 272) is another 
case bearing on this subject. The Court of Common Pleas decided in 1857, that ' 
** It is clear that the underwriters may, in any particular case, limit their right 
to that of being informed of what is in the knowledge of the Assured, not only 
as to its existence in point of fact, but also as to its materiality, and in our 
opinion that is the effect of the limited declaration required in the present 
case, as to disorders or circumstances tending to shorten life, or to render an 
assurance upon the life insured more than usually hazardous." 

48. — If^ after having become acquainted with circumstances causing 
a forfeiture, the Company continues to receive the premiums, it 
amounts to a waiver of the forfeiture. 

Wing y, Harvey, 5 De Gex, MacN. & Gor. 265, 23 L. J. Ch. 611, (1854). Lord 
Justice Knight Bruce held that : — " The directors taking the money were and 
are precluded from saving that they received it otherwise than for the purpose 
and on the faith for which, and on which Mr. Wing expressly paid it. L. J. 
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Turner : — *' The office undoubtedly received the money from their agents, to 
whom it had been paid on express terms and conditions." 
Armstrong y. Turquand (9 Irish Common L. Rep. 32), was an action against the 
Official Manager in Winding up of the Deposit and General Office, tried in the 
Court of Common Pleas in Ireland, in 1858. Judge Christian said : — " The 
true office and function of clauses of this kind " (that is, those under which the 
forfeiture arose) " in contracts, is merely to serve as a shield for the protection 
of the party who inserts them, if he shall think fit so to use them ; and gross 
as, upon thp averment of this record, must be taken to have been the fraud of 
the Plaintiff in obtaining this Policy, I cannot but think that we should be 
giving effect to a fraud by this Company far more monstrous, if after they 
have, with full knowledge of the fraud practised upon them, deliberately and for 
pecuniary considerations, overlooked it and affirmed the substance of the Policy, 
we should suffer them now, after the consequences to the Assured have become 
irreparable, to tell his representatives, his family, and his creditors, that during 
all the time when they were putting money in their pockets on the faith of 
the full validity of the Policy, it was in reality null and void." J. Keogh — 
''Many frauds might be perpetrated on the community at large, if such 
practices were to be encouraged.'' J. Ball : — '' See what an opening to fraud 
18 afforded to a Company, if they are to be at liberty to cause the party to be 
under the impression to the day of his death, that the Policy is a valid security, 
and then when he is dead, who if living could possibly have explained satis- 
factorily the circumstances of alleged fraud in the effecting of the Policy, to 
insist, for the first time, that they are not bound to pay it ; and this, where per- 
chance the evidence which, if forthcoming, would have rebutted the charge of 
fraud in the obtaining of the Policy has, by the effect of time or otherwise, 
ceased to be in existence." The decision of the Court was therefore given 
against the Company, though C. J. Monahan dissented from the judgment, 
remarking : — f< I cannot bring myself, by any act of mine, to open this Court 
to parties admitting themselves to have been guilty of a gross fraud." 

49. — As to the Return of the Premiums, see '^ Premiums." 

50. — In most cases, unless specially excepted, a Policy will be 
vitiated, and the premiums already paid liable to be forfeited to the 
Company granting the Assurance in any of the following events : — 

1^. — If the Premium be not regularly paid. 

2o. — If the Policy be taken Out upon a life in which the Assured has no pecuniary 
interest. 

3^. — If the Policy be not taken out in the name of the person really interested, 
whether a wagering Policy or not. 

4°. — If any misrepresentation be made at the time of effecting the Policy. 

6<>. — If the policy be obtained for a fraudulent purpose. 

6^. — If the life assured commit suicide (whether of unsound mind or not), or die 
by duelling, or the hands of justice. 

7^. — If the life assured go beyond the limits allowed him by the endorsement on 
the Policy. 

FRAUD. 

51. — Fraud vitiates all Policies : — misrepresentation or suppression 
of a material point will vitiate all policies not " indisputable '' : — a 
misrepresentation, even if immaterial, will vitiate a Policy containing 
a '^ warranty.^' 

Every person effecting an assurance should therefore qualify his statement by 
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such words as, '^ to the best of my belief/* and should avoid positive affirma- 
tions, unless he is certain as to the facts. See the case of StaekpoU v. Simon, 
1779, cited in Mr. Justice Park's Treatise on Insurance, p. 932 (8th Edition.) 
Ellis on Insurance, 105. Bunyon on Insurance, 32. 

Anderson v. Thornton, 1853 (8 Excb. 425), was an action on a Marine Insurance 
Policy. Mr. Baron Parke said : — '' In cases of insurance, material misstate- 
ment or concealment vitiates the contract; and whether it be fraudulently 
made or not, is a matter which is wholly immaterial, except with reference to 
return of the premiums." 

Anderson v. Fitzgerald also bears on this pointy It has been already referred 
to under the head of '* Forfeiture." In order to void the Policy, the false 
statement must be made in or about the obtaining or effecting of the insurance. 
(Baron Parke.) Even if it be material, if there be no fraud in it, and it form 
no part of the contract, it cannot affect the right of the party. (Lord Chan- 
cellor Cran worth.) Lord St. Leonards, in giving judgment on this case, ob- 
served : — *' The Courts of Law, observing how very often Companies of thii 
nature have been subjected to frauds, have advised those Companies to protect 
themselves by a sufficient provision against the commission of fraud, and it has 
led to such stringent provisions as those we find in this case ; provisions which, 
I am bound to say, unless they were fully explained to the parties, will lead a vast 
number of persons to suppose that they have made a provision for their families 
by an insurance of their lives, upon the payment out of their income of perhaps 
a considerable portion of it, when, in point of fact, from the very commencement, 
the Policy was not worth the paper upou which it was written ; and, as in the 

E resent case, the Companies take care to go beyond the law ; that is, the law 
as itself thrown a shield of protection around them, and if a statement which is 
not a warranty, but a representation, be made contrary to fact, a material state- 
ment, that will by law, without any provision to that effect in the contract, avoid 
the Policy. But then, if the statement was not untrue to the knowledge of the 
person making it, he is entitled to recover the sums which he has paid : so that 
although provision for the family is not obtained, yet there is no actual damage 
done to the fortune of the man. He is disappointed in his object, but the money 
which he has accumulated and paid for his insurance,is repaid to the family. This 
Company has taken care that no such consequence shall ensue ; and that if any 
statement within their contract has not been truly represented, the man*s family 
shall not only lose the benefit of the Policy, but shall not be able to recover a single 
shilling of the premiums paid, however numerous they may have been." 



62. — The recent leading case of Fowhes v. Manchester' and London 
Assurance, 3 Best & Smith 917, 32 L. J. 153 (Q. B.) 11 W. R. 622, 
is so important, as affording- a review of the Law on the question, 
that we give the report in detail : — 

1863— May 1. Fowhes ff Another , Executors, SfC v. TJte Manchester and London 

Life Assurance and Loan Association. Insurance on Life — Policy — Declaration 

— Misrepresentation, 

An action upon a policy of insurance upon the life of F. By the policy it appeared 
that F. had agreed that a declaration delivered to the defenaants should be the basts 
of a contract between him and them. The Policy contained a proviso that '* if 
any statement in the said declaration (which declaration shall be considered as 
much a part of the policy as if tlie same had been actually set forth therein') was 
untrue, or if the assurance by the policy should have been effected by or through any 
wilful misrepresentation^ concealment or false averment whatsoever," ^. ; '* that the 
said policy should be void, and all monies paid in respect thereof should be forfeited." 
The declaration contained answers to a number of qttestions, and then continued, '* / 
do her^ declare that the above-written particulars are correct and true throughout ; 
and I do hereby agree that this proposal and declaration shall be the basis of the 
contract between me and" Sfc. ; *' and if it shall hereafter apjy^br that any fraudulent 
concealment or designedly untrue statement be contained therein, tJien all the monetf 
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which shall have been paid on account of the assurance made in consequence hereof 
shall he forfeitedy and the policy granted in respect of such assurance shall be abso- 
lutely null and void" Breach, that F, had died, and that the defendants did not 
pay. The defendants pleaded that divers statements in the declaration were untrue, 
and that divers of the particulars in the declaration alleged to be correct and true 
were incorrect ana untrue, by reason whereof the said policy was void: — Held, a bad 
plea, inasmuch as it appeared from the policy and declaration^ when taken together y 
that the policy was not avoided by a misrepresentation, unless such misrepresentation 
was wilful and designed. 

Declaration by the plaintiffs as executors of Henry Fowkes, for that by a policy of 
assurance, bearing date the 31st of December, in the year of our Lord 1860, 
made and granted by the defendants, and duly signed and sealed as by law 
required, after reciting that the said Henry Fowkes had proposed to effect an 
assurance with the defendants in the sum of 1000/. upon his own life, for the 
whole continuance thereof, and that he had delivered to them a declaration 
therein mentioned and described, which declaration he had agreed should be the 
basis of the contract between him and the defendants, and that tlie said Henry 
Fowkes had paid to the defendants the sum of 43i. Ss. 4d. as a premium for the , 
said insurance, until the 1st day of January in the year of our Lord 1862, it was 
by the said policy witnessed and declared that if the said Henry Fowkes should 
die before or upon the first of January 1862, or live beyond such day, and he or 
his assigns should on or before that day, and on or before the 1st day of January 
in every succeeding year during the continuance of that assurance, pay at the 
office of the association at which the policy was effected, or within thirty days 
thereof, the premium of 431. Ss. 4c?., then the property of the said association 
should be liable according to the provisions of the deed or deeds of settlement 
of the said association, but not otherwise, to pay the executors, administrators 
or assigns of the said Henry Fowkes, within three calendar months after satis- 
factory proof of his death should have been received at the office of the said 
association at which the said policy was effected, the sum of 1000/., and such 
further sum or sums as, having under the provisions of such deed or deeds been 
apportioned as a bonus to the said policy, should have been added to the sum 
thereby assured, unless an equivalent for such further sum or sums should have 
been paid or allowed to the party entitled thereto. Provided always, that if any 
statement in the said declaration (which declaration should be considered as 
much apart of the said policy as if the same had been actually set forth therein) 
was untrue, or if the assurance by the policy now in recital made should have 
been effected by or through any wilful misrepresentation, concealment or false 
averment whatsoever, or if the said Henry Fowkes should go to any place beyond 
the limits of Europe, with certain exceptions therein specified, or, if being or 
becoming a military, naval, or preventive service man, he should enter into actual 
service without the previous licence of a board of directors of the association (ex- 
cept for the exclusive purpose of defending the country from actual invasion), or 
if he should commit suicide, or die by duelling, or by the hands of justice, the said 
policy should be void, and all monies paid in respect thereof should be forfeited to 
the said association; but in case of such death by suicide, duelling or the hands of 
justice (subject as therein mentioned), provided nevertheless that the capital, stock 
and other the property of the said association remaining at the time of any claim 
or demand made, unapplied and undisposed of and inapplicable to prior claims and 
demands in pursuance of such deed or deeds, should alone be liable to make good 
all claims and demands upon the said association in respect of the said policy and 
all other policies then present and future, and instruments securing annuities. 
And the plaintiffs say that the said declaration above and in the said policy men- 
tioned and referred to was andisin the words and figures following, that is to say. 

The declaration was then set out in full. It was headed '* Life Proposal and 
Declaration," and contained the usual questions and answers as to the age, 
residence, habits, state of health, &c. of the plaintiff, the state of health and 
age of his parents, &c., and then continued: 

" Declaration. 

** I do hereby declare that the above-written particulars are correct and true 
throughout; and I do hereby agree that this proposal and declaration shall be the 
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buis of the contract between me and the Manchester and London Life Assurance 
Association; and If it shall hereafter appear that any fraadulent concealment or 
designedly untrue statement be contained therein, then all the money which shall 
have been pud on account of the assurance made in consequence hereof shall be 
forfeited, and the policy granted in respect of 9uch assurance shall be absolutely 
null and void. 

** 8i{;ned by roe this 2flth day of December, 1860. (Signature) « Henry Fowkes." 

And the plaintiflfH say that the said Manchester and London Life Assurance Asso- 
ciation referred to in the said declaration are the defendants, and the said 
Henry Fowkes in the said declaration mentioned is the said Henry Fowkes 
decf^ased in the decla**ation in this cause mentioned. And afterwards, and 
whilst the said policy remained in force, the said Henry Fowkes died, and all 
conditions were fulfi'led,and all things happened, and all times elapsed necesary 
to entitle the plaintiiTs, as such executors as aforesaid, to payment before suit 
of the said sum of 10002. Breach —That the said sum was unpaid. 

First plea — That the said declaration in the said policy named was a declaration 
made and signed by the sud Henry Fowkes, and that at the time of the making and 
signing of the said declaration, and at the said time of the delivering of the said 
declaration in the said policy mentioned, and at the time of the making of the said 
policy, there were divers statements made by the said Henry Fowkes in the said 
declaration which were untrue, and that divers of the particulars in the said decla- 
ration alleged to be correct and true were incorrect and untrue, and by reason 
whereof and of the said proviso in that behalf the said policy became and was void. 

Demurrer and joinder in demurrer. 

Karalake, Q.C. (Huddlestone, Q.C, Sf Prentice with him), in support of the 
demurrer : — The question to be determined is, whether an untrue statement 
made by the plaintiff with a belief that what he stated was the truth, will 
avoid this policy, and prevent him from recovering. It is submitted that 
that is not the true construction, and that the policy will not be avoided by any 
statement which is not ' designedly ' untrue. The contention of the defendants 
must go to this length, that if in the declaration the plaintiff had stated that 
his faSier had died at the age of forty-three, whftreas he had died at the age of 
forty -two, the policy would be avoided. They will rely upon the proviso in the 
policy, that if any statement in the declaration was untrue, &c., the policy 
should be void ; but the proviso is to be construed by looking at the declara- 
tion, and then it will be found that only a ' wilfully' untrue statement can be 
intended, for the declaration is : ''I do hereby agree that this proposal and 
declaration shall be the basis of the contract, and if it shall hereafter appear 
that any fraudulent concealment or designedly untrue statement be contained 
therein, then all the money which shall have been paid, &c., shall be forfeited, 
and the policy granted in respect of such assurance shall be absolutely null 
and void." An insurer who has signed that declaration would be misled if a 
statement which was not designedly untrue could be said to avoid the policy ; 
and if the earlier words in the proviso could bear the construction contended 
for by the defendants, the latter words, as to the '' wilful misrepresentation, con- 
cealment or false averment whatsoever," would be useless and superfluous, for 
it would not be necessary to say anything about "wilful" or "fraudulent." 
The declaration in this case is framed upon the decision in Anderson v. Fitz^ 
gerald (1), where it is said that the truth of the statement, and not its materia- 
lity, was in question. If, however, the construction contended for by the 
defendants is adopted, it will be open to the observations made by Lord 
St Leonards in Anderson v. Fitzgerald (1), fp. 60 ante] that provisions are 
introduced in these cases which, " unless they are fully explained to the parties, 
will lead a vast number of persons to suppose that they have made a provision 
for their families by an insurance on their lives, and by payment perhaps of a 
very considerable portion of their income, when, in point of fact, from the 
very commencement the policy was not worth the paper upon which it was 
written." Here the meaning was, that the policy should be void if the state- 
ment was wilfully false, and therefore the plea is bad. 

Melliahj Q'C {Shee, Sergeant, and T, Jone« with him), contr^ — Upon the languag'e 

(1)4 H.L. Cas. 484. See " Forfeiture " art. 47, and p. 50, 51, ante. 
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of this policy any untrue statement in the declaration will make the policy 
void.** " Untrue *' means " incorrect.*' There is nothing in the declaration to 
shew that that is not the proper construction, nor is there anything in the 
declaration which really contradicts the proviso in the policy ; but even it' that 
was the case, the contract to which the Court is bound to look is that which is 
contained in the policy. 

[Crompton, J. —I think " untrue '* in the proviso and in the declaration must be 
construed to mean the same.] 

No ; the premiums are to be forfeited if the statement is wilfully untrue, and the 
policy is to be void whether the untruth be wilful or not. Everything which is 
stated in the proviso is to be taken as a condition precedent. Suppose there 
was no policy, and the Court had to construe the declaration ; it would mean 
that if there was any designedly untrue statement, the premiums were to be 
forfeited, but if not designedly untrue, they were not to be forfeited. The 
declaration was signed before, and as a proposal for the policy, and there is no 
reason for saying that some addition to the declaration may not be inserted in 
the policy. In Cazenove v. the British Equitable Assurance Company (2) the 
construction now contended for was put on the word " untrue," and it was said 
that it did not matter whether it was material or not. 

[CocKBURN, C.J. — Hut may not the construction in the present case be, that, 
taking it altogether, the parties intended that the policy should be void if the 
statement was untrue and also fraudulent ?] 

No ; the defendants would not be sufficiently protected by the use of the words 
designedly or fraudulently untrue, 

[Blagkbubn, J. — If you are right, it is quite clear that the defendants use words 
which are calculated to mislead their customers.] 

No ; the declaration is, that " the above-written particulars are correct and true,** 
and the plea is good, alleging that divers of the particulars alleged to be correct 
and true, were incorrect and untrue. But. further, the words in the proviso shew 
that the parties must have contemplated something in addition to the declara- 
tion. — He also referred to Duckett v. Williams (3). 

Karslake, in reply. — There is no doubt that an insurance company may contract 
on terms which will make them absolutely secure from all untrue statements, 
by compelling the insurer to warrant the accuracy of every statement, but the 
question is whether that has been done in the present case. Cazenove v. the 
British Equitable Assurance Company (2) has no bearing upon the present 
question, for the condition in that case must have been read as meaning a 
statement false or even untrue. The proper way to construe this contract is by 
incorporating the policy and the declaration, and then it appears that a state- 
ment designedly untrue must have been intended. The proviso may have been 
inserted to meet the case of the policy being obtained by some untrue state- 
ment other than those mentioned in the declaration, and which was made upon 
further investigations after the declaration had been made. Lastly, the words, 
being framed by the defendants, are to be construed most strongly against them. 

CocRBUBN, C.J. — I am of opinion that our judgment ought to be for the plaintiffs. 
In the first place, we have to see what is the effect of the declaration, which by 
agreement between the parties is to be the basis of the contract. It is to the 
effect that the particulars given in answer to the questions propounded by the 
company are correct and true throughout. It then goes on to say that the 
declaration shall be the basis of the contract, and that if it shall thereafter 
appear that any fraudulent concealment or designedly untrue statement be con- 
tained therein, then all the money which shall have been paid shall be forfeited, 
and the policy be absolutely null and void. It is sought on behalf of the defen- 
dants to construe that in the disjunctive, so that not only if any fraudulent or 
designed concealment, or designedly untrue statement should be contained in 
the answers, the policy was to be void and the premiums forfeited, but that if 
any incorrect or untrue statement, however honestly and sincerely made, even 
if the person making it believed that it was true, should occur in the answers to 
the questions, the consequence should follow that the policy should be null and 

(2) 6 Com. B. Rep. N.S. 437 ; 28 Law J. C.P. 269. See " Policy," p. m. (3) 2 Cr. & 
JBd. 348 ; 3 Law J. Rep. (n.s.) Exch. 141. See '^Misrepresentation " and " Premium.' 
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void. Now the first answer to this proposed constructioa which presents itself 
is, that all the part which relates to the fraudulent concealment and the 
designedly untrue statements would be superfluous and unnecessary, because 
upon that construction It is only a reiteration in extenso of that which is 
already involved in the term " untrue.*' I do not think, therefore, that that is 
the fair construction. I quite a;;ree with the argument that in construing 
language of this kind, prepared by the company and submitted by them to the 
party effecting the insurance, for his signature, it ou<;ht to be read most strongly 
against the company, according to the maxim, " verba chartarum foriiui 
accipiwitur contra proferentem," Then I think that that which follows, and 
which relates to the fraudulent concealment or designedly untrue statement is 
explanatory of what is meant by the terms *' correct " and " true.** This is the 
sense in which, as it appears to me, the agreement would be understood by a 
layman who was about to enter upon an insurance transaction of this kind, ai^d 
in which he would read such a aeclaration if it was submitted to him for his 
signature. That is to say, ** I agree that the correctness of the answers to the 
questions propounded to me shall be the basis of the contract between us, and 
that if I am guilty of any fraudulent concealment or designedly u true state- 
ment in the answers, the policy shall be null and void, and not only that, but 
the premiums shall be forfeited ;" but then it is said, that if we turn to the con- 
tract in the policy itself, we shall find that it varies from the declaration, and 
that the policy is the true statement of the contract between the parties. I 
do not tnink that that is correct to the full extent. The declaration is 
stated to be embodied in the policy, and is as much part of it as if it had 
been set out therein. Then the language of the policy 19, that if the statie- 
ments in the declaration are untrue, the policy is to be void. What is the 
nrieaning in the policy of the words " if any statement in the said declaration be 
untrue ? " To ascertain that we must turn to the declaration itself, as though 
it had been there set forth in that part of the policy, and then we find, accord- 
ing to the language of the defendants themselves, that in order to avoid the 
policy the statement must be fraudulently untrue, that is, untrue to the knowledge 
of the parties. Then it is said that the next paragraph is to be read in connexion 
with the other, " or if the assurance by the policy now in recital shall have been 
effected," &c., and so forth. Now, it appears to me that one of two things 
presents itself, either that it is a reiteration of the language used in the declara- 
tion, or that it is to be taken as something more than the declaration, and if so 
we roust see how we can construe it so as to reconcile it with the terms of the 
declaration, and I think that that may be done, as suggested by Mr. Karslake, 
by reading it as referring to anything that is independent of the declaration, as 
in the case of the concealment of anything in the negociations that may take 
place between the parties proposing to insure irrespective of the answers to the 
enquiries contained in the declaration. It may be that the answers will require 
or lead to further investigations which would not be included within the terms 
of the original question or within the terms of the declaration, and if upon those 
further inquit-ies, in any other part of the negociations which may take place 
between the parties, there should be a fraudulent concealment or untrue state- 
ment, to the knowledge of the party, that may be met by this part of the proviso. 
\^'e may then read the declaration and the stipulation contained in it and the 
provisoes together, so as to make one consistent whole. If the opposite mode 
of reading it should be the one to be adopted, then I think that, inasmuch as 
the declaration is to be the basis of the contract, we must interpret the language 
used there by the light thrown upon it by the language used in the declaration. 
In the result, I am of opinion that the true construction of this policy is, that 
so long as th») person insuring honestly makes a statement which he believes to 
be true, although in the end it may turn out to be incorrect in point of fact, it 
will not vitiate the policy. 
Crompton, J — I am of the same opinion. When the policy and the declaration are 
declared to be one and the same, we must look at the v^hole to see what the inten- 
tion of the parties was, and one part will assist us in construing the other. Here 
the declaration is to be the basis of the contract ; so that whatever it means is to 
be part of the contract between the parties. Mr. Mellish says that everything con- 
tained in the policy is a condition precedent to the plaintiff's right to recover; but 
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I cannot help thinking that the real meaning is that put on it b;^ Mr. Karslake ; 
and that any one looking at the declaation would put that meaning upon it, and 
treat it as being the key to the whole contract. We must first consider what the 
contract really means ; and in order to find that out, it is not immaterial to observe 
that numbers of the matters mentioned in the policy are not material at all; there- 
fore, we must see that the parties make it part of the condition that these things 
should be true, literally and actually true. No doubt, if they chose to go that 
length, they may do so. And I think, on the authority of the cases which have 
been cited before us, that if it stood on the words of the Policy alone, the Policy 
would be aroided if the statements in the declaration were not true in point of 
fact But here the latter words in the declaration qualify what went before, 
and point out what the parties really mean. It is pretty much the same as if it 
had been put in under a nota bene : '* If you tell a wilfm lie about these things, 
the policy shall be void, and you shall lose your premiums;" and then^uie 
plaintiffs say : ** 1 agree that the proposal and the declaratioh shall be the basis 
of the contract, and if it shall hereaft<>r appear that any fraudulent concealment 
or designedly untrue statement be containea therein," &c., then the consequences 
shall ensue, K it stopped at the word *' forfeited," I should have thought that 
they were looking at those cases where fraud or no fraud makes a difference as 
to the return of the premiums ; but then it goes on to say, " And tne policy 
granted in respect of such assurance shall be null and void"; that is, the 
defendants make the insorwr agree, among other things, that if he tells a wilful 
lie, the policy shall be noli and void; that is, if positively untrue in the sense of 
beine designedly untrue. But then it is said that there are words in the policy 
which govern this ; but I doubt about that, because 1 think that the deckration 
is emphatically made the basis of the contract, anil I thought very early in the 
argument that these statements might be read together. The policy states that 
the declaration shall be considered as much a part of the policy as if the same 
had b^n actually set out therein, which comes to the same as if it had been 
written in the policy, '*if any statement in the declaration is untrue." But 
then it is said mat there is contradiction, because the one points to statements 
which are wilfully and designedly untrue, and the other to anything simply 
untrue; but I thmk that they may be read together, and that the '' untrue," 
in the sense of that declaration which is made the basis of the contract, is the 
** designedly untrue " described in the declaration ; if it be read so, I find no 
difficmty in construing it It means, if the statement is untrue, in the sense in 
which *' untrue " is used in the declaration, that is, designedly untrue. The 
proviso then goes on, '* If the insurance should have been effected by or through 
any wilful misrepresentation, concealment or false averment whatsoever "; and 
then provides for a number of other events happening. There are many 
matters and questions of the nature of a concealment or misrepresentation 
which, not being asked in the proposal and declaration, might never be answered, 
that are necessary to be stated. That is the reason for putting in those words , 
and the company carefully abstain from s{>eaking of any matters " contained 
therein." I think it means if the policy is untrue in the sense used in the 
declaration, or if the assurance shall have been effected by or through any 
wilful misrepresentation, even although not stated in the declaration, the policy 
shall be voia. The whole may be construed as one entire clause of the same 
instrument, and in one and the same sense, and then the plaintiffs will be 
entitled to our judgment 
BLACKBURif, J. — I quite concur in the opinion that the plaintiffs are entitled 
to our judgment. 1 was at first a good deal impressed with the way the 
case was put by Mr. Mellish, but after consideration I have come to the con- 
clusion which my Lord and my Brother Crompton have arrived at In 
cases of this kind there is a distinction, which ought to be borne in mind. A 
warranty is a stipulation in the policy that something is true, and unless the 
warranty be absolutely and faiUifully accurate, the policy is void. So also in 
cases of misrepresentations, where the insmrance has been obtained by a repre- 
sentation of something which is not correct, or by the conceidment of a material 
fact. The distinction between such cases and the present is this, that where the 
policy is void owing to a bi'cach of the warranty, or owing to misrepresentation 
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or concealment, the premiums paid can be recovered back if it turns out that 
the policj is roid. Bat then the parties maj make a stipulation in a life policy, 
as they hare done in this case, that the premiums shall not be recovered back, 
bot shall be absolutely forfeited. The case then comes to be one entirely upon 
the construction of the policy. This is a case of that nature. In the proviso of 
the policy a stipulation is made that the declaration is to be taken as part of 
the policy, as ir the same had been actually set out therein, and that if any 
statement in the declaration is untrue, or if any of a number of specified things 
happen, that then the policy shall be void, and all the premiums actually paid 
shall be forfeited. The question then is, what is the fair sense of the word 
" untrue " ? I agree With Mr. Mellish that the meanin? of the word " untrue," if 
taken by itself in a policy of this kind, is incorrect, and not necessarily " wilfully 
false.*' The question is, whether the word '^ untrue'* in this proviso is to be 
taken in that sense or not. Looking; at the declaration itself, and the terms 
used in it, and remembering one or two rules of construction, as well as what I 
have already said of the general rule that the premium is not forfeited simply 
by breach of warranty or mbrepresentation, the miestion comes to this, whether 
the premium is forfeited as well as the policy avoided. Now we must remember 
one or two ordinary rules of construction ; and although I agree that those 
general rules are often cited by both sides, so that they do not much assist us, 
yet they furnish us with the general principles upon which to ^o. One of those 
rules, and which is agreed upon to be a sensible rule, is, that m cases of instru- 
ments the langua|;e used by one of the parties is to be construed iu the sense in 
which it might reasonably be construed by the other side. If there is any 
ambiguous pnrase to be construed, the construction of law is tterba chartarwn 
fortiuB accipiuntur contra proferentem. In construing such a document,^ou 
must bear in mind that they are the words of the party who used them, and if he 
uses ambiguous words with the hope and intention that the other side may take 
them to mean one thing, and then, when the question is to be settled by a Court, 
that Court may say they meant something else, the rule verba chartarum, &c. 
applies ; and they ought to be construed in that sense in which, looking fairly 
at them, a prudent person would have understood the words to mean. Now, 
we find in the declaration these words: ''I do hereby declare that the 
above-written particulars are correct and true throughout"; that would 
undoubtedly, in the ordinary sense, be a representation, that they were true ; 
and then it goes on, '* And I do hereby declare that this proposal and declaration 
shall be the basis of the contract between me and the company." Now, if the 
declaration had stopped there, that would have been a warranty. But it goes 
on to say, ** And if it shall hereafter appear that any fraudulent concealment or 
desig^nedly untrue statement be contained therein, then all," &c. A person who 
was ignorant of Insurance Law would not read that as meaning to point out 
that if the statement was '* untrue," the policy should be null and void ; but that 
it should be null and void if the statement was fraudulently and designedly 
untrue, and not otherwise. I cannot help thinking that the ordinary rule of 
construction also applies — expressio unius est exclusio alterius. The express 
mention of the design and fraud might fairly lead a Lawyer to say that the effect 
of this was, that it waived and parted with the implied tacit agreement that the 
misrepresentation should vitiate the policy, and confined it to tne vitiating of the 
policy in that one case. Therefore, looking at the rule verba chartarum, &c.. 
and taking the whole together, it may fairly be said that upon this declaration 
the policy should be cut down and construed to mean that if the statement 
should be fraudulently and designedly untrue, then the policy should be void 
and the premiums forfeited, but not otherwise. If once it is made out that the 
declaration is to be read in that way, J agree with mv Brother Crompton that 
when it is brought into the policy, the word ^^ untrue 'is to be read in the same 
sense as in the declaration. I cannot concur in Mr. Mellish's ingenious argument, 
that as the declaration was signed first of all, it became a promise, and that the 
policy may have a totally different meaning from that which the declaration 
bore, and may add to it. In my opinion, that would be giving the company, in 
one sense, a right to cheat people. I have no doubt that the true test is verba 
chartarum, &c., that the proviso and the declaration must be construed together, 
and that then the effect of the declaration is to cut down the word "untrue " 
prima facie, and to limit it to being wilfully false. 
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Mellob^ J. — I confess that at one time my opinion was in conformity with the 
Tiew suggested by Mr. Mellish, that the policy might be vitiated by a mere 
untruth, although it would require a designedly false statement to bring about 
a forfeiture of the premiums that had been paid. But upon full consideration, 
I hare come to the same conclusion at which my Lord and my Brothers have 
arrived^ that the true construction of this policy is in favour of the plaintiffs. 
The proviso that avoids the policy does so upon three events happening. First, 
it avoids it if there be any statement that is untrue ; secondly, if it was effected 
through any wilful misrepresentation or concealment ; thirdly, if the assured 
should go beyond the limits of Europe, and so on. Each one of these is made 
to forfeit the premiums and avoid the policy; and when we come to read the 
policy and declaration together, and see what it is that is necessary to explain 
the meaning of the word ** untrue," we find that the same proviso which provides 
for the avoidance of such policy, on the happening of these matters, itself refers 
to the incorporation of the declaration as the basis of the contract. Reading 
the declaration in the way in which my Brother Blackburn has read it, I agree 
with him that it would be calculated to lead any one into the belief that the 
untrue statement which is to vitiate the policy and forfeit the premiums, must 
be a designedly untrue statement, for I find at the conclusion of the declaration 
the same consequences are made to follow. I agree witJi my Lord and my 
Brothers. Judgment for the plaintiff s. 
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See ''Interest/^ '^Debt/^ ^^ Creditor/' ^^ Assignment/' 

53. — All T^KTR lias no insurable interest arising from his ex- 
pectations. 

This was put very strongly by Lord Eldon in Lucena v. Craufurd, 2 Bosanquet and 
Puller's new cases 269, a case in the House of Lords on appeal from the K. B. 
and Exchequer Chambers in 1806, on a marine policy. " Suppose a case of 
the heir-at-law of a man who has an estate worth £20,000 a-year, who is 90 
years of age, upon his death-bed, intestate, and incapable from incurable lunacy, 
of making a will. There is no man who will deny that such an heir-at-law has 
a moral certainty of succeeding to the estate, yet the law will not allow that he 
has any interest or anything more than a mere expectation." 



HnSBAND. [See Art. 55, below.] 

54._By the Income-Tax Act (16 & 17 Vict. c. 34, s. 54) it is 
provided, that '^ any person who shall have made insurance on his 

life or on the life of his wife shall be entitled to deduct the 

amount of the annual premium from any profits or gains 

in respect of which he shall be liable to be assessed." From this it 
has been argued that a husband may assure the Hfe of his wife : — 
but this is doubtful, except in the case where he has a direct pecuniary 
interest in the life. It is, however, a common practice for a husband 
to assure the joint lives of himself and his wife. 
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INCOME TAX. 

55. — The following is the olanse of the Income Tax Act, f?ivmg 
exemption in respect of Premimns paid for Life Assorance, referred 
to in the preceding Article :— 

PeraoniwbobATe '^LIV. Anjpersoii who shall have made Insurance on his Life or on 

S^ teotoTSbr ^^ ^^^^ ®^ ^^ ^^^> ^^ "*"^" *"^^® contracted for any Deferred Annuity 
a Deferred An- <^^ ^i> o^^ ^^^ or on the Life of his Wife, in or with any Insurance 
nultyoii theliyes Company which shall become registered under any Act to be passed in 
or thenuelyM or the present Session of Parliament for that Purpose, and which shall 
towed in Abate- comply with the Requirements of such Act, ana any Person who shall 
ment of Doty In under any Act of Parliament be liable to the payment of an annual Sum, 
reepeetofthe aa- or to have au annual Sum deducted from his Salary or Stipend, in order 
mde. '"'•^"^ to secure a Deferred Annuity to his Widow or a Prorision to hb Children 

after his Death, shall be entitled to deduct the Amount of the annual 
Premium paid by lum for such Insurance or Contract, or the annual Sum paid 
by him or deducted from Ids Salary or Stipend as aforesaid, from any Profits 
or Guns in respect of which he shall be liable to be assessed under either of the 
Schedules (D.) or (E.) of this Act, or to hare any Assessment which may be 
made upon him unaer either of the said Schedules reduced or abated by the 
Deduction of the Amount of the said annual Premium from the Amount of the 
Profits or Gains on which such Assessment has been made ; or if such Person 
shall be assessed to Duties under any of the Schedules contained in this Act, and 
shall have paid such Assessment, or shall have paid or been charged with any 
of the said Duties by Deduction or otherwise, s^ch Person, on Cuiim made to 
the Commissioners ror Special Purposes, and on Production to them of the 
Receipt for such annual Payment, and on Proof of the Facts to the Satisfaction 
of the said Commissioners, shall be entitled to haye repaid to him such Pro- 
portion of the said Duties paid by such Person as the Amount of the said annual 
Premium bears to the whole Amount of his Profits and Gains on which he 
shall be chargeable under all or any of the Schedules of this Act : Proyided 
always, that no such Abatement, Allowance, or Repayment as aforesaid shall 
be made in respect of any such annual Premium beyond One Sixth Part of the 
. whole Amount of the Profits and Gains of such Person so chargeable as afore- 
said, nor shall any such Deduction or Abatement entitie any such Person to 
clium total Exemption or any Relief from Duty on the Ground of his Profits 
and Gains being thereby reduced below One Hundred or One Hundred and 
Fifty Pounds, as the Case ma^ be." 
By a later Act of the same Session (16 & 17 Vict. c. 91), the Insurance Companies 
referred to aboye, are defined to be all existing in 1844, or registered under the 
Act of that year ; and the benefit of the section has since, by the 18 & 19 Viot. 
c. 35, been extended to Friendly Societies. 

INDISPUTABILITY. 

56. — If a Company advertise in their Prospectus that they grant 
Indisputable Policies^ and then plead against a Claim that plaintiff 
has made untrue statements^ (&aud not being alleged) it is a good 
replication to allege the statements in the Propectus. 

In Woody, Dwarris (11 Exch. 493), 1856. Chief Baron Pollock said :~<* If upon 
a proposal and agreement for a life insurance, the Policy be drawn up by the 
Assurance Office on a form which differs from the agreement and yaries the 
rights of the party assured, a Court of Equity will interfere and deal with the case 
upon the footmg of the agreement, and not of the Policy." ( CoUett y. Morrison^ 
9 Hare 162, see ^Assignment " and '^ Trustee.") B. Alderson : — ^* It was holding 
out to the world that they would require no proof of the truth of the matters 
stated in the proposal, but would only dispute the claim on the ground of fraud." 
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B. Martin:—^' No doubt it would be competent for the Compaiiy to grant a 
Policy upon terms which excluded the Frospectus, and if it were so, the 
defendants would be justified in resisting this action." 

See also Harris v. Queen Insurance (Jany. 1864), not yet reported. 

57. — ^We have elsewhere discussed the question of Indisputability 
at length.* We there recommend that Policies of a modified " in- 
disputable ^' form should be granted, to become unchallengeable after 
they have been five years in existence, or earlier by payment of an 
extra premium. * Of course, no Policy, however framed, can be sus- 
tained, if fraudulently obtained ; but it is a valuable improvement in 
Life Assurance practice for the Offices to renounce their vexatious 
power of resisting the payment on the ground of error without fraud. 
K it causes them to be more vigilant in enquiry, so much the better. 
(See ante p. 37, and Fraud.) 

INFANCY. 

58. — ^A Creditor may assure the Kfe of an infant Debtor, provided 
the debt be not an illegal one. 

In Dwyer v, JEady (1788) ; Park on Insurance^ 914 ; Blayney on Life Assurance, 
65, J. Buller nonsuited the plaintiff, on the ground that part of the considera- 
tion of the debt was for a gaming transaction. 

59. — ^A Policy of Assurance may be efiected for the benefit and in 
the name of an infant upon his owp life or the life of another ; but if 
he enters into a contract for a Policy, or a contract, a term of which is 
the issuing of a Pohcy, it will (as regards any liability that may arise 
thereon) be subject to the ordinary rule affecting the contracts of 
infants, namely, that they are void or voidable at the election of the 
infant on attaining the age of 21 years, or according as the Court 
may pronounce them to be to their prejudice or benefit. Should 
however the infant decline to complete or affirm the contract, it 
would seem that he cannot maintain an action to recover the premium 
paid by him, or any deposit in respect of it. 

Per Gibbs, C.J., in Holmes v. Blo^ff (1818), 2 Moore 562. Per Lord Kenyon 
(1800) in Wilson v. Kearse, Peake additional Cases 196. Bunyon on Assurance, 
p. 298. Beaumont on Insurance, p. 22. 

60. — ^When the Policy is on the life of the infant, the person to 
receive the amount assured, upon his death, will be his administrator. 
If the Policy is upon the life of another, the amount assured, as in 
the case of a simple legacy, cannot be paid during the minority of 
the infant, without the sanction of a Court of Equity. 

Le'e V. Brown, 4. Ves. 362. 

* [Scratchley's Treatise on Life Assurance and Friendly Societies, 10th Ed. p. 32, and 

Part I. herein.] 
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61 . — ^The Court will sometimes exercise a large discretion in dealing 
with the interest of an infant in property of this description. 

In eavarte Hays (1840), 3 De G. & S. 485, a Policy on the life of the grandfather 
haa been settled, and in a petition of the infant and her father, stating that the 
father was in indigent circumstances and about to emigrate, an order was made 
by v. C Knight Srace for the surrender of a Bonus on the Policy, and for its 
application to the maintenance of the infant^ the £Either renouncing all interest 
in the Policy. 

*INTEBEST m A LIFE. 

62. — ^No insurance may be made on an event in which the pcu^ 
assured hath no interest ; and in all policies the name of the party 
interested must be inserted^ and nothing more can be recovered than 
the amount of his interest. 

These are the provisions of the *^ Gambling Act," 14 Geo. 3, c. 48, the preamble 
to which sets forth that ** it hath been found by experience, that the making 
insurances on lives, or other events wherein the Assured shall have no interest, 
hath introduced a mischievous kind of gaming." 

See numerous instances of the speculative policies, which this Act was intended to { 
prevent, in Francis's Annals of Lift Assurance, As to the Law preyiovsly to 
the passing of this Act, see a curious case of Fitzgerald y. Pole, in '^ Haven's 
Essay on Lisurances," 1755, vol 1, p 533. 

63. — Every one has an interest in his own life and every part of it, 
and may therefore assure for any part without showing that he has I 
any particular interest in that period. I 

This was the decision of Lord Abinger (1835) in Wainewright ▼. Bland, 1 Moody 
and Robinson 481, an action brought against the Imperial Office by the notorious 
Wainewright, to recover the amount of a policy effected for a short term on the 
life of Miss Helen Abercrombie. ** If a part^ has an interest in his own life, 
surely he must be interested in every part of it." I < 



64. — ^A Policy effected without interest in the life^ belongs to the 
Office which issued it. 

This is the decision of the Lords Justices (1858) in Freme y. Brade^ De Gex and 

Jones, 590, 27 L. J. Ch. 697, an action in respect to a Policy in tiiie Medical 

and Invalid Office, on the life of R. P. H. Joddreli. 
Previous to the passing of the Gambling Act, the law did not prohibit a wager on 

life, which mjght be in the form of a Policy. See the curious case of the JEaH 

of March V. Pigot, 6 Burrow, 2803, in the year 1771. 

65. — The Gambling Act does not extend to Ireland^f but Wagering 
Pohcies in that Eongdom have since been prohibited by 8 & 9 Vict, 
c. 109, s. 18. 

British Commercial Insurance y. Magee (1834), Cooke and Alcock 182. In this 
case a Policy effected without interest, was supported on the ground that the 

* See « Creditor," " Debtor," "Husband." " Heir," « Devisee," « Assignment" 

t [A Government Bill is now (May, 1866) passing through Par- 
liament to extend the provisions of the Gambling Act to Ireland, 
from and after the 1st November, 1866.] 
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Statute, by prohibiting the practice in Great Britain, recognised it elsewhere : 
contrary to the doctrine at that time held by the English Courts, that Life 
Assurance was a contract of indemnity. See Hildyard on Blarine Insurances, 
1845, p. 34. 

66. — ^If Assurances be effected with two (or more) Offices, and the 
full amount of the Interest in the Life be received from one of them, 
nothing can be recovered from the other. 

ffebden v. West, 1863, 3 Best & Smith 679, 32 L. J. 86 Q. B., 11 W. R. 423. 

67. — The Gambling Act has little real influence. The law always 
fails in attempts to put down contracts between man and man ; and 
though this Act is still in force, yet it is in that respect analagous to 
the Usury Laws, the Bubble Act, and Sir John Bamard^s Act against 
time bargains on the Stock Exchange, which have been all repealed 
by recent more enlightened legislation. The law, as it stands, only 
helps unscrupulous and bankrupt offices to evade just claims ; for if 
an office of good standing were to avail itself of the Act, it would 
lose the confidence of the public, and suffer accordingly in its 
business. 

See evidence eiven on that point (1831) in Barber ▼. Morris, 1 Moo. & R. 62, 
where a clerk from the OiBce, who were the defendants in GodsaU r. Boldero, 
stated, that after that trial the business of the Office had suffered, and they had 
therefore changed their course of proceeding ; and that if they were to make 
the enquiries supposed, they might as well shut their doors. (See Art. 35.) 

LAPSED POLICIES. 

See ''Eevival.^\ 
LOAN. 

68. — If an Assurance Company lend money upon the condition 
that the Borrower shall^ as collateral security, assure his life in their 
own office to a greater amount than is necessary to secure the repay- 
ment of the Loan, the Policy is not a gaming or wagering one. 

Per Lord Abinger (1844) in Do'Jom v. Green, an action in the Court of Exche- 
quer, 12 Mee. & W. 481. 

69. — If a Borrower covenant to pay the Premiums under a Policy 
and afterwards become bankrupt, his liability to pay the Premiums 
does not create a Debt between him and the Lender, proveable 
in bankruptcy. 

Per Lord Denman (1843) in Toppin y. Field, 4 Q. B. 386. See also Atwood y. 
Partridge (1827), 4 Bingham 209. 

Where a trader covenanted by an ante-nuptial settlement, to pay the premiums 
on certain assigned Policies, or, if he failed to do so, to repay to the trustees 
the amount that they should pay in respect thereof, it was held that the trustees 
could not prove for the amount required by the Offices, as a commutation of 
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the premiuma to accrue daring the remainder of the life of the bankmpt In 
re Whitmare (1843), 3 De Gex dc S. 665 : /n re John Foster (1850), 9 C. B. 
422. 14 Jar. 814 C. B. These decisions were apon the 56th section of 6 Geo. 
4, c. 16, re-enacted in the Bankruptcy Consolidation Act, 1849, and permitting 
the proof of contingent debts. See buntfon an Lif$ Assurance, p. 194. 

MATEBIALITT. 

70.-^A Policy of ordinary form will be vitiated, if any material 
misstatement or omission is made in effecting it. Wliat circumstances 
are material is a question for a jnry. Whether the Assured himself 
thought them to be material or not does not matter. 

JAndenau t. Ihsborouffh, 8 Barnewell and Cresswell 586, 3 Carrington and Payne 
353, was an action on a Policy on the life of the Dake of Saxe Gotha. At the 
trial before Lord Tenterden, eridence was produced that the state of the Dake*8 
organs of speech and mental faculties, was such as should have been disclosed 
to the Assurers, whereupon Lord Tenterden expressed an opinion that the case 
was at an end, and said that ho shonld direct the jury to fina for the defendant, 
if they thought the plaintiff had failed to communicate to the Assurers any 
material circumstance within his knowledge. A rule for a new trial on the 
ground of misdirection was refused. J. Bayley : — " The contrary doctrine 
would lead to frequent suppression of information, and it would often be 
extremelv difficult to show, that the party neglecting to giye the information 
thought It material." J. Littledale : — ** The question on such a policy is not 
whether a certain individual thought a particular fact material, but whether it 
was in truth material, and of this the jury are by law constituted the jadges." 
Among the questions put by the Office to the pnysicians was, ^ Are there any 
other circumstances within your knowledge which the directors ought to be 
acquainted with ?*' This question calls for a statement of ereryuiing that 
anyone could think materiaL But see Fowkes y. ManehesUr and London, 
« Fbaud." 

71 , — ^An omission in the description of the party of his occupation 
and business address^ is not necessarily material. 

See the remarks of C. J. Cockburn and J. Hill in Perrins y. Marine and Cfenercd 
Assurance, ''Scppbessio Vbbi." See also as to the general principle of 
Materiality the case of Carter y. Boehm (1766), 3 Burrow 1905, and the 
remarks upon it in Smith's Leading Cases (5th Edition), 472. It was an 
insurance granted to the Goyemor of Fort Marlboroueh against the capture 
of the post, without any warranty. Lord Muisfield held that the concealment 
there relied on was immaterial, as the Assurers had, before the execution of 
the policy, obtained a knowledge of the facts by other means. See also Mr. 
Serjeant Marshall's TYeatise on Marine Insurances, 4th Edition, 1861, by 
Sergeant (now Mr. Justice) Shee. 

72. — The concealment of a fact, that would lessen the risk, is not 
material. 

As in the case of a marine insurance, where the^facts that the ship had been sur- 
yeyed and a fay curable report made, were not'roentioned to the Assurers. Per 
Lord Ellenborough (1804) in Haywood y. Rogers, 4 East 590. 

73. — The following are the facts, the materiality of which has 
been held to be a proper question for a jury. 
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1. — Insanity, when within the knowledge of the Assured, and Intemperance. 

Craig y. Fenn (1841), 1 Carrington and Marshman, 43 ; and Lindenau v. Des- 

borough, ante, p. 64, Art. 70. 
2. — Opium eating. Sir W. Forbes ▼. Edinburgh Life Assurance Company (1832), 

10 Shaw, DunTop & Bell 451 ; 7 Faculty Decisions 351 ; the insurance was on 

the life of the Earl of Mar. Jones on Annuities, 1165. 
3. — Serious illness six months before proposal, and the name of the medical 

attendant therein (notwithstanding recovery). Morrison y. Muspratt, 4 Bing. 60. 
4. — Profligacy of character in an unmarried woman. Edwards t. Barrow, Ellis 

on Insurance, 116. 
5. — Imprisonment for Debt Huguenin y. Rayley, 6 Taunton 186, &c. 



MEDICAL ATTENDANT. 

74. — The name of the usual Medical Attendant must be given in 
answer to a question to that eflfect. 

Huckman r. FemiSy 3 Mee. and W. 505, was an action tried in the Court of 
Exchequer in 1838. Lord Abinger said : — ** The terms and nature of the 
question prove it was designed to extract from the person, who is the medical 
attendant best able to give an account of her constitution at the time, and if 
she has no usual memcal attendant in the precise grammatical sense of the 
question, it appears to me she is bound to mention who is the medical attendant 
who could giv0 that information." 

75,— If during an interveniag period a different medical man has 
attended the party, that should also be stated. 

Morrison y. Muspratt, 1827, 4 Bing. 60, 12 Moore 231. Although, as J. Bur- 
rough remarked, <' advantage should not be taken of the omission of trifling 
circumstances." 

76. — ^Where reference was made to a person who had not been 
the ordinary adviser, and not to the person actually attending, 
although the latter was only a quack doctor, the Policy was vitiated. 

JSvereU v. Desborough (1829), 6 Bing. 503. 

MISBEFSESENTATION. 

77, — ^A statement is not the less untrue because the party making 
it is not apprised of its untruth. False statements made without the 
Assured knowing that they are false, will therefore vitiate a Policy 
containing a '^ Warranty.^' 

Lord Lyndhurst in Duekett v. WiUiams, 2 Crompton and Meeson 348, an action 
in the Court of Exchequer in 1834. See ^* Fbaui>.'' 
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78. — ^Verbal misrepresentations will vitiate a Policy, even though 
the Policy refers to a written statement. 

Wainewright v . Bland (see *' Interest "). Helen Abercrombie stated at the 
Office, in answer to questions from the Actuary, that she had not previousl/ 
effected other assurances, which was false. 



66 MURDIB. 

79. — In order to amotint to a misrepresentatioii^ it is not necessary 
that the statements should bo literally false ; it is suflScient if they 
should be so made as intentionally to mislead. 

In Moens ▼. Hey worth, 10 M. & W. 147. B. Alderson obserred : •* If a person 
makes a representation or takes an oath of that which is tme, if he intend that 
the party to whom the representation is made should not believe it to be true, 
that is a false representation ; and so he who takes an oath in one sense, know- 
\ng it to administered to him in another, takes it falseljr. This maj be 
illustrated by'an anecdote of a very eminent ambassador, Sir Henry Wotton, 
who, when he was asked what advice he could give to a young <&plomatist 
going to a foreign court, said, I hare found it best always to tell the 
truth, as they never believe anything an ambassador savs ; so you are sure to 
take them in. Now, Sir Henr^ Wotton meant that he should tell a lie. This, 
no doubt, was only said as a witticism, but it illustrates my meaning." 



MUBDES (See '^PoKcy.^0 



MUTUAL OFFICES (See Debt.) 



FASENT. 

80. — ^A Parent has no insurable interest in the life of his child, for 
the word interest in the statute means pecuniary interest. 

Lord Tenterden and JJ. Littledale and Parke in Hal/ord v. Komer, 10 B & C 724, 
an action tried in 1830. On the other hand, it was held bymr. Justice Bayley> 
that a father may insure his son's life for the son's benefit. 



FOUCT. 

81. — The name of the person interested must be inserted as such. 
By the Gambling Act, wagering Policies are void : — but all Policies 
on the life bf another must set forth who is really interested. 

Bodion V. Observer Life (1857), 8 E. ji B. 40, 26 L. J. Q. B. 303. ShiUing v. 
Accidental Death Assurance (1857), 2 Hurlstone & Norman 42 ; 1, F. & F. 
116, Erie J. 

82. — It is not unfrequently an express condition of a Policy^ that 
It shall be void if any untrue statements are made concerning the 
life : — ^in those cases, any statement irreconcileable with fact, whether 
material or immaterial, will avoid the PoKcy. 

Cazenove y. British JS^iitable Ofice, 28 L. J. 259, Common Pleas; 29 Lf. J. 160, 
on error, in the Exchequer Chamber (see "Fraud.") This appears from a 
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multitude of cases, of which Everett v. Besborouffh, 5 Bingham 503, 3 Moore 
& Payne 190, may be taken as an example. It was an. action against the A. 
Office tried in 1829, and the misstatement, successfully relied upon by the 
company, was in answer to the question as to the usual medical attendant. Mr. 
Justice Park (Author of the standard Work on Assurance already so fre- 
quently quoted) said: — ''In all actions on life assurance I am quite clear every 
regard ought to be paid to the assurer, because in general it is a provision for 
a family, or it is a provision for a bond fide debt, as I have no doubt it was in 
this case." J. Burrough : — *' It is now difficult to frame a declaration on a 
policy in life assurance, on which the Assured can succeed, as the directors of 
several companies seek to avail themselves of every possible objection." This 
remark is not in accordance with the practice of offices of late years. They 
know their own interest better. 

83. — If a person eflFects with an Assurance Company an insurance 
upon his life, and afterwards commits a capital felony, is tried, con- 
victed and finally executed, the parties, representing and claimiQg 
imder him, cannot recover the sum assured on the Policy so effected. 

Amicable Society v. Bolland, on a policy on the life of Fauntleroy, who was 
hanged in 1824 for forgery, 4 Blign, N. S., 194, House of Lords. 

84. — ^If the Policy contains a clause rendering it void in the case 
of suicide, suicide though under temporary insanity vitiates it. See 

This was the decision of the majority of the Court of Exchequer Chamber in 
Clift V. Schwabe, 3 C. B. 437, 2 Car. & Kir wan 134, an appeal from the 
Common Pleas in 1846. B. Rolfe: — "Every act of self-destruction is in 
common language described by the word suicicle, provided it be the intentional 
act of a party knowing the probable consequences of what he is about." J. 
Patteson : — " The words * commit suicide,* mean only * killed himself.' " B. 
Alderson : — '* The words in question include all cases of voluntary self- 
destruction." B. Parke : — *^ If the intestate voluntarily killed himselr, it is 
immaterial whether he was then sane or not." On the other hand, J. Wight- 
man held, that " by the word suicide, as used in this policy, a criminal killing 
of himself, such as could only be committed by a responsible moral agent is 
meant ;" and C. B. Pollock, that ** if death is the effect of disease, whether 
affecting the senses or the reason, the assurance office is liable under the 
policy :" — but their opinions were overruled by that of the majority. See also 
Stormont v. Waterloo Assurance^ 1 F. & F. 22 Channell B. 

85. — ^If a man insures his life and becomes /eZo de se, his executors 
cannot recover on the Pohcy : a stipulation that upon such an event 
the PoUcy should give a right of action would be void. But where 
a man insures his own life, there is no illegaHty in a stipulation that 
if the Policy should afterwards be assigned honafide for a valuable 
consideration, or a lien upon it should afterwards be acquired honafide 
for valuable consideration, it might be enforced for the benefit of 
others, whatever may be the means by which death is caused. 
Lord Campbell in Moore v. WooUey, 4 £. & B 243, 24 L. J. Q. B. 40. 

86. — ^Where the Policy provides that it shall not be void in case of 
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suicide^ if it shall have been '' legally assigned/^ a deposit of the 
Policy, as security for advances made for the benefit of the assured, 
is an assignment within the meaning of the claase. 

At law a policy cannot at present be assigned to any one but the Crown. See 
chap. 1, p. 17. The Master of the Rolls (1858), in Dufaur v. Professional 
Assurance, 26 Bear. 699, 27 L. J. Ch. 817. See Cook v. Black (1842), I Hare, 
390. 

86 bis. — ^Where a Policy provides that it shall be void in case of 
suicide, ^' except to th^ extent of any interest acquired therein by 
actual assignment for valuable consideration," and it has been 
mortgaged along with other property, the Company has no equity 
against the property comprised in the mortgage, and does not stand 
to the Assured in the position of surety to principal. 

Wood, V.C., in Solicitors and General Assurance v. Lamb, 1864, 1 Hemming ar -^ 
Miller, 716; 33 L. J. 426 Ch.; 10 L. T. N.S. 160; 10 Jur., N.S. 679; 12 W, M 
667. Affirmed on appeal, 10 Jm-., N.S., 739; 10 L. T., N.S., 702. * 

It would appear, though this has not been expressly decided, that the Company * 
would be bound to pay to the mortgagee, even if the representatives of the Assured 
had paid off the debt, — and in that case the mortgagee would have to hand over 
the amount to the estate of the mortgagor. 

If the expression used in the Policy is that the assignees shall b% 
^^ indemnified " to the extent of their interest, then the Company • 
would only be bound to pay them the actual amount lost. 

Cook V. Black, 1 Hare, 390, (1842). 

87. — 1£ the assured enter into a contract with third parties to keep 
up the Pohcy, and afterwards commit self-destruction, so that the 
Policy is avoided ; that has been held not to be such a breach of the 
contract as would entitled the parties to recover damages against his 
estate. 

Dormay v. BorrodaHe, 6 C. B, 380, 1848. 

88. — ^If a Policy has become void, and the sum assured has not- 
withstanding been paid in error, an action to recover it back may 
be brought in the names of the persons who signed the Policy on 
behalf of the OflBce. 

Zefevre v. Boyle, 3 B. and Adol. 877, an action by the Promoter Office in 1832. 
If the Company is one established under the Companies' Act 1862, or other- 
wise incorporated, the action may be brought in its name. 

89. — As to the effect of the days of grace usually allowed for- 
payment of the premiums, see 

Want V. Blunt, 12 East 183; Tarleton v. Stani/orth, 5 T. E. 696, Hughes 508, 

90. — ^If a Company revive a Policy that has lapsed they may 
waive the conditions of it. See ^' Kevival/' 
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Busteed v. West of England Office, 9 Ir. Ch. Rep. 663, and Supple v. Cann, 9 Ir. 
Com. Law R. 1 (1868), arose on a Policy on the life of the Knight of Kerry. 
The Policy contained conditions as to revival in case of lapse, and the Com- 
pany, after a lapse, continued to receive premiums, without insisting on those 
. I Y conditions. Held that this revived the Polioy. 
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91. — The Company cannot avail themselves, as against the 
assured, of any technical defect in the issue of a Policy (such as the 
Common Seal not having been applied TOth due formality), if it 
appear on the face of it to be in proper form. 

Charles v. National Guardian Assurance (1867), 29 L. T. 246 Q. B. 

Prince of Wales Assurance v. Harding, Athencsum Assurance (1868), E. B. & E. 

183, 31 L. T. 149 Q. B. 
AthenoBum Assurance ezparte Eagle Assurance (1868), 4 Kay & Johnson 649, 27 

L. J. 829 Ch. 

92 . — Where the life assured had been murdered to obtain the benefit 
7 of the Policy, it was declared void. 

^ Per the M. R. in Prince of Wales Assurance v. Palmer (1868, the Rugeley Mur- 

^ ders), 26 Beav. 606. 

jjic 93. — ^As to extra premiums on proceeding beyond the limits 

fj • , allowed by the Policy, see 

! * Notman v. Anchor Assurance, 4 C. B. N. S. 476, 27 L. J. 276 C. P., a case 

j where the Company having given licence to proceed and reside in Honduras 

I - for one year, the license was neld to bind them, although the life did not pro- 

; ceed there till three years afterwards. 

)i_ Fowler v. ScoUish Equitable Atsurance,2S L. J. 226 Chan., 32 L. T. 119 Ch., was 

f^ . a case where a Policy having been granted at a special rate for a foreign risk, 

^. contrary to the intentions of the Proposer, it was, after the death had happened, 

.' declared by Y. C. Stuart to be not bmding on either side, as msAe by mistake, 

1^^ and ordered that the Policy be given up and the premiums repaid. 

See also Eds v. Scottish Equitable Assurance (1867), 2 H. & N. 19, 3 Jur. N. S. 
417 Ex. 
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94. — ^The remedy of the Assured, under the usual form of Policies, 
is against the Company, and not against individual Shareholders or 
Directors. 

Athencsum Assurance exnarte Prince of Wales Assurance (1868), 27 L« J. 796 
. Ch. confirmed 6 Jur. (N. S.) 668 Ch., on appeal. 

K : AthenoBum and Prince of Wales exparte Durham (1868), 4 Kay & Johnson 617. 

HaXlett V. DowdaU, 18 Q. B. 2; HaUcet v. Merchant Traders, 13 Q. B. 960. 
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FBEMIXJMS. 

95. — If a Policy, that has been forfeited or become void, provides 
that the Premiums shall be forfeited, then the Company cannot be 
made to return them even if the assured be innocent of fraud. 
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DuekeU r, WUUamt, 2 Crompton and Meesmi 348. This would seem to be the 
case eveii apon an application hj the Company to a Conrt of Equity to set 
aside the Policy. See the decision of Lord Langdale in Barker y. WaUen 
(1844), 8 Bear. 92. 8ee<'FnAUD." 

96. — ^In the absence of an express stipulation for forfeiture of the 

?remium8 on avoidance of the Policy, if application were made by the 
lompany to a Court of Emiity to set it aside, the Court would order 
the premiums to be returned, for a Plaintiff in Equity must do Equity. 
In general, if the PoUcy says nothing on this head, and the Assured 
has not been gpiilty of fraud, he is entitled to receive back the 
premiums paid from the time when the risk ceased. 

Per Lord Mansfield (1761) in SU9eni<m t. Smw^ 3 Burrow 1237; 1 Blackstone's 
Rep. 315 ; Parker on the Laws of Shipping and Insurance, 1775, p. 416. 

AnderBon y. TVLomfon, 8 Ezch. 426, b a case where a false statement was made 
without fraud and the policy avoided, but the premiums were recoyered. 

97. — ^Where a premium has been paid, but from any cause 
whatever the risk has not been run, the premium must be returned. 
If any portion of risk, though only for twenty-four hours, has been 
incurred, there will be no return. 

Per I^rd Mansfield in Tyrie ▼. FUtcher (1777), Cowper 666 ; and in Sermon y. 
Woodbridge (1781), Douglas 781. 

* 

98. — ^If the Assured, or his Agent, has been guiliy of fraud, the 
Court will not assist him by ordering the premiums to be returned. 

Chapman y. Fraeer (33 Geo. 3), Park on Insurance 456. 

*^ Where a Policj is void through the fraud of the Assured, or from bang made 
in contrayentioii of some poeitiYe law (as in the case of a Wagering Policy^ 
the Assured is not allowed to reclaim the Premium : and in instances of this 
latter description, the mutuality of the fault makes no difference ; for here the 
maxim is held to appW that in pari delicto, potior est conditio possidentis" — 
Steph. Comm. 6th M ii. 138. Park on Ins. 372, 377. 

99.— As to Quarterly Premiums. 

Sheridan t. Phaniss U/e, Ellis B & Ellis 156,28 L. J. Q. B. 94, 31 L. J.91 Q. B. 
/House of Lords) was an action brought by the Times Company in 1858. Lord 
Campbell in deUrering the judgment of the Q. B., saia> ^ The policy was 
strangely finEimed, and policies in this extraordinary form must be exceedingly 
rare? He oonstmed it as a policy from quarter to quarter, leaying the assured 
at liberty to drop it at the end of any quarter, and not imposing any continuing 
liability on the insurance Company, unless the quarterly payment is made at 
tiie end of the quarter. This judgment was reversed in the Exchequer 
Chamber, where C. B. PoUoek said, ^' As ftur as reasonably and properly we 
can, we ou^ht to construe the contract, the language and terms of which 
proceed entu«ly from the Office, so as not to defeat ttie contract or make it 
Toid, or work what is in the nature of a forfeiture without express words, which 
require us to do so.* The judgment of the Exchequer Chamber was again, 
reversed in the House of Lords. 
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SE-ASSUBANCE, 

100. — ^Where one Company, A, having accepted an Assurance of 
large amount on a life, re-assures a portion of the risk with another 
Company, B, on the understanding that they will retain a stated 
portion themselves, and yet afterwards assure the whole remainder of 
risk with a third Company, C, the Policy granted by B is void. 

In the case of Traill v. Baring, 1864, 3 L. J., 621 Chanc , 12 W. R. 334, V. C. 
Stuart granted to the Reliance Society (the plaintiffs) a decree that a poUcy for 
£1000 issued by them to the P. Association (the defendants) was void, and 
must be delivered up to be cancelled. The defendants had agreed with the 
Reliance that they would keep J&IOOO of the risk themselres, but had, five days 
afterwards, without informing the Reliance, re-assured it again with the 
Victoria Office, who had since paid the claim. 



REVIVM.. 

101. — After a PoKcy has lapsed, if the Directors revive it without 
insisting upon proof of the state of health of the Kfe assured, the 
revival is not effectual unless the life is in being at the time, though 
both parties may be ignorant of his death. 

Pritchard v. MercKaras* and TradesmerCs Asiurance, 3 C. B. (N.S.) 622, 27 
L. J. C. P. 169, an action by the United Mutual Office in 1858, on a policy on 
the life of R. P. H. Joddrell, which had been renewed by the defendants after 
his death. See also Simpson v. Accidental Death Office (1857) 2 C. B. N. S. 257. 



. 102. — ^A demand of the Premium by the Company after the Policy 
has lapsed, does not amount to a revival, unless it be complied with. 

In Edge r. Duke (1849), 18 L. J. Ch. 183, the Court of Equity declined to deprive 
the Office of the benefit of the forfeiture, although at the time of the death of the 
Assured actions had been brought to recover the premium unpaid, holding that 
if there had been a revival, it was neutralized by the refusal to pay. 

But if the Company continue to receive Premiums after the Policy has lapsed, 
they thereby revive the Policy. — Supple v. Cann, 9 Ir. C. L. R. 1, ante p. 69. 

lOS.—- Application is frequently made to the Office, where the title 
to a Policy has become involved, to allow it to lapse, and grant a 
new one on the same terms. Such a new Policy, if granted to any 
one of the parties interested in the old one, might, as Mr. Bunyon 
suggests, by an application of the doctrine of the Court as to the 
trust of renewed leasehold estates, be liable to be considered subject 
to the Hke claims and equities as the former Policy. 

Fitzgihhon v. Scanlan (1813), 1 Dow 261. Tamer v. Elworthy (1841), 4 Beav. 
487. 
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104.-— If a Company plead to an action against them^ that the 
Policy was procured by fraudulent misrepresentation^ they cannot 
also plead a denial that the Policy was under seal. 

WM T. Forgter (1826), 12 Moore 61. 



BUFFBESSIO VEBL 

105. — ^The non-statement of an altogether immaterial circumstance 
in answer to a question^ does not amount to a suppressio veri^ if the 
question be truly answered : as where the Assurer described himself 
as ^' Esquire,'* and gave his private residence as his address^ not 
mentiomng that he carried on a trade at another place. 

Perrim t. Marine and General TraveUere* Office (1859) 29 L. J. <^ B. 17. 



TBITSTEE. 

106. — ^A Trustee has an insurable interest in respect of the legal 
right or interest vested in him, though he may not be beneficisdly 
interested. 

TidsweU t. Ankerstein (32 Geo. 3), Peake N. P. 204. ' 

107.— The cestidqvs trust (that is, the person for whose benefit the 
Trust was created,) has an insurable interest in respect of his equitable 
right or interest. 

Ezpatie YaUop, 16 Yes. 60. Ezparte Houghton, 17 Yes. 251. 



108. — ^A Trustee of a Policy will not be allowed to apply the 
monies received under it to his own use. 

Exparte Andrews, 1 Maddock 573. Armitage t. WinterhoUomf 1 M. & G. 130, 
HoUand r. Smith, 6 Esp. 11. 

109. — Tf an insurance be effected in the name of a Trustee withont 
interest, by a person haying a sufficient interest, the name of such 
person must be inserted in the Policy : as where a Policy is effected for 
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the benefit of a married woman, and the premiums paid out of her 
separate income, her name as cestuique trust must be inserted in it as 
well as that of her trustee. 

CoUett y. Morr^on, 9 Hare 162, (see Assignment). In this case the proposal had 
been duly made, but in the Policy the name of the cestuique trust was wrong- 
fully omitted by the Company, and V. C. Turner interfered, and dealt with the 
case on the footing of the Proposal, and not of the Policy. 

110. — The grantee of a Policy may voluntarily declare himself a 
Trustee of the monies assured, and the transaction will be binding 
upon him and his representatives. 
James y. Bydder, 4 Beay. 600. 

111. — ^Where a Policy is vested in Trustees upon a trust for such 
persons as A shall appoint, A may appoint any person as beneficiary 
without consideration. 

CoUinson y. Patrick, 2 Keen 123. See Sugden on Powers, Arnonld on Marine 
Insurance, and Bunyon on Life Assurance. 

112. — Under the Trustee Belief Act, if disputes arise, as to the 
parties entitled to the payment of the Policy after the death has 
occurred, the Assurance Company may pay the money into Court. 

Re Ball, 6 L. T. (N.S.) 395, Chanc. 

Re The United Kingdom Life Inmrance Company, 11 Jur. (N.S.) 424, Chano. 



WASSANTY (See p. 37, and Fraud.) 

113. — ^If a statement is made the basis of th6 contract by being 
inserted in the Policy as such, it amounts to a warranty ; and if not 
literally true, whether material or not, the Policy will be vitiated. 
The uierrvma fides is to be observed with respect to Life Assurances 
as well as Marine Assurances. If not made the basis of the contract, 
any statement is matter of representation merely ; and if substantially 
true, though not literally so, or if immaterial, the Policy will not be 
avoided. A mere representation must be not only false but fraudu- 
lent to defeat the Poncy. No particular form of words is necessary 
for the purpose of creating a warranty. 

WheeUon y. Hardirty, 8 £. & B. 232, 26 L. J. Q. B. 265, 27 L. J. Q. B. 241, 
Ex. Ch. 

Roes y. BradshaWf 1 Blackstone*s Rep. 312, a case occurring as long ago as the 
1st year of Geo. 3, arose on a policy on the life of Sir James Ross, in which he 
was " warranted in good health at the time of making the policy." Lord 
Mansfield held, that in such a policy the Assured took it upon him to proye 
that the cestuy que vie was in a general good state of health, and the non« 
statement of any particular infirmity wouldnot yitiate the policy, if such infir* 
mity was not damgerous to life at the time of the Assurance. 
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Chattoek t. Shaw, 1 Moody h Rob. 40S, (1836.) Lord Abinger held that a 
warranty that ** the Assured has not been afflicted with nor is sobject to fits,** 
means that he was not habitually or constituUo&ally liable to fits. 

See also Lord Eldon's remarks in the House of Lords in the NeweeutU Fire 
Ofic0 T. Maemorran (1816), 8 Dow 226, and Scratchley's Treatise on Life 
Assonmoe and Friendly Societies, 10th Edition, p. 36. 



WIFE. 

114. — A wife has an insurable interest in the life of her husband. 

Lord Kenyon in Jtded t. Royal Exekange Ai$uranee, 36 Geo. 3, Peake's Addi- 
tional Casesi 70. 
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APPENDIX 



ON 



MORAL AND MATHEMATICAL EXPECTATION IN PROBABILITIES. 



Ai.f 1 T^ ^i^;. 



JiJrrata in Mathematical Appendices to Vol. IL 

IN APPENDIX ON PEOBABILITIES, 

Page 6, formula (5), for (J^-^f^) ' read {F-^-f^y^ 
Page 13, line 6,/or (J?"-9,2()0) \ read (jP'-9,200) ^i> 
Page 14, line 4i,for(j + l) read (^ + l)* 

IN APPENDIX ON INVESTIGATIONS INTO THE AFFAIRS 

OF A COMPANY. 

Page 22, formula (ll),/or ir.+, read 7r, + , 
Page 30, formula (4),/or a'.^_ read a',^_ 

Page 81, formula (S),Jlbrp' readjp. 



* [For more extensive discussion of the theory of probabilities than would 
come within the range of this Treatise, we refer our readers to the works of 
Laplace and Poisson, which have been rendered into a most elegant form by our 
late lamented friend Mr. Galloway. Although it is in the works of Laplace and 
Poisson that the higher and more abstruse part of the theory of probabilities 
must be studied, yet a very clear explanation of the principles of the science, 
together with many interesting remarks on the uses and application of the theory, 
is to be found in the valuable little work of Lacroix, TraiU EUmeniaire du Calcui 
des ProbabiHi^s: Paris, 1833.] 
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2 APPENDfX OX MORAL AND MATHEMATICAL 

3. — Thas, for instance, the Talne of a single Annuity, offered for 
sale, on a life aged 60, is of lai^r mathematical valae, according to 
mortality tables, whaterer be the rate of interest assumed, than, 
morally speaking, it would be worth the while of a purchaser to ^ve 
for it, as in making his purchase he would have to guard against 
the chance of premature decease, which, although in a large number 
of cases Ukely to be compensated by Retarded deaths of other lives, 
would be fatal to the profit of his investment when occurring on one 
single purchase.* 

4. — In like manner, in Taluations of Leases on lives, for the pur- 
pose of substituting a Term certain for the Life Lease, a common 
error is made, of treating the mathematical value of the term certain 
as exactly equivalent to the value shown by the mortality table for 
the annuity on the life or lives involved, whereas considerations of 
moral expectation enter, which depend upon the number of similar 
cases the parties concerned are interested in. 



Of Mathematical Expectation^ 

5. — ^This is estimated as follows : — 

Suppose P and Q to be engaged in play. Let p and q be the 
respective probabilities of P*s and Q's winning a game, upon the 
issue of which an amount, jS^, is staked : then the mathematical ex- 
pectation of P is p.Sy and that of Q is q.8. Now, if P and Q 
were to purchase these expectations, the respective amounts they 
ought to pay for them, or, in other words, to stake on the issue of 
the game, in order that they may play on equal terms, must be pro- 
portional to the expectations or probabilities of winning the game. 
If therefore P-y be the sum staked by P, and Qj the sum staked by 
Q, we have 

p.s : q.S:: p^ : q^ 

or p: qllP^: Qi 

and consequently p.Qi=^ q.P^, 

* [Hence arises the necessity, to Isolated purchasers, of actually charging for 
the Insurance in some office of the life upon which the Annuity depends, instead 
of making the net provision, ir,, for a sinking fund, in the formula for the value 

of an annuity due, a,, or -^ . This is effected by putting in the denominator, 

the office premium, p,t for ir#, thus producing a value«onsiderably less than a,.'] 



EXPECTATION IN PROBABILITIES. O 

Now, suppose the amount played for = the stakes, or 

then, since P expects to gain Q^, the prohahility of winning which 
is p, we have, for the mathematical value of P's expectation of gain, 

JPQi 
and in a similar manner we find the value of Q's expectation of gain, 

!?.Pi- 
Hence it is evident that when the stakes of each are in proportion 

to their respective probahilities of winning, the mathematical expec- 
tations of each player are equal ; so that, subsequently to the deposit 
of the stakes, and prior to the decision of the event, the players may, 
without advantage or otherwise on either side, exchange places. 
Also, since the sum which the one must gain is equal to that which 
the other must lose, the product of g'.Pi, which is (2*s expectation 
of gain, may be regarded as P's expectation of loss, or, if taken with 
a negative sign, as part of P's whole expectation, which then becomes 

-P-Qi-?-Pi 
But jp.Qi - 5f.Pi = 

consequently, P's condition prior to the decision of the event is in 

nowise affected, speaking mathematicallt/, by his having staked on 

the issue of the game. 

6; — This result is correct, for although on a single trial the player 
P must either lose Pi or gain Qj, that is, either augment or dimi- 
nish his fortune, yet if the play be undertaken on terms of mathe- 
matical equality and continue to a sufficient number of games, the 
probability, that the sum gained or lost in the long run shall be prac- 
tically nothing, or that the sums gained and lost shall be very nearly 
equal, amounts to a certainty. (See Article 32, at end.) 

7. — It is however practically impossible to suppose an indefinite 
repetition of the hazard ; whence it appears that an individual or 
society of individuals must be guided by other considerations than 
the mere mathematical value of the expectation in their speculations. 

For example : a Society of small resources should not risk ^1,000 
on a single or small number of speculations for the chance of 
gaining ^10, although the chance might be 100 to 1 in its favour ; 
but the same remark would not apply to the case of risking ^10 for 
the expectation of gaining ^1000, even if the chances were 100 to 
1 against the occurrence oi the event. In both cases, however, the 
expectation would be purchased at its real mathematical value. 
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8. — ^Again, a person whose sole fortune consisted of a lottery-ticket, 
which has an equal chance of either turning up a prize of ^1,000 
or a hlank^ is, mathematicallj speaking, bj the above formula, in an 
equally advantageous position as he who is in possession of ^500 ; 
yet no man of ordinary prudence, if offered his choice of the two 
stakes, would hesitate as to which he ought to prefer. Common 
sense will prevent a man from risking a large sum, the loss of which 
would be attended with great privations or inconvenience, even when, 
mathematically speaking, the chances are considerably in his favour. 
It is evident, therefore, that two persons whose fortunes are very 
unequal, cannot engage in play on equal terms, notwithstanding that 
the chances in favour of each in respect of a single game may be 
precisely the same. For the one who has the larger fortune can 
repeat the hazard so often that the probability that his loss will net 
amount to any given sum will nearly be equal to a certainty, whereas 
the other, who cannot continue the play in the case of a loss, runs a 
considerable risk of being ruined. Hence it is obvious that in mea- 
suring the value of an expectation, the number of cases has to be 
considered, apart from the abstract theory of probability. Conse- 
quently, an individual dealing with contingent events must to a 
certain extent be guided by considerations of relative advantage. 
In other words, such contingent events will have to him a moral ex- 
pectation value, different from the mathematical expectation value. 

9. — By way of illustration : A email Society cannot risk the same 
9ums as a large Society in speculations, unless the former can make a 
much higher rate of profit than the latter. Suppose a Society, 
possessing a capital of ^100,000, considers it prudent to risk 
^10,000 in a certain speculation, then another Company, whose 
capital is £10,000, should only risk ^1,000 in the same. To illus- 
trate this by an extreme case : Suppose one Society can command 
pounds where another can command only pence ; what should the 
second do to preserve its relation unaltered to the first ? It is clear 
that if it engage in precisely the same kind of transactions, it must 
risk only one penny where the first risks £1. In this case, both, if 
either, would only become bankrupt together, and both pay the same 
percentage of their liabilities ; and if both gain, the profit would be 
the same percentage of their invested capital : the only difference 
between them, mathematically speaking, would be the name of the 
coin they deal in. Change the word "pound" into "penny," and 
the books of the first Society would become those of the second. 
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• 

IO.--^TheTe is, in addition, another eircamstance which always is 
and must he in farour of the larger Society, yiz. the Expenses of 
Management; since the outlay in a small Society cannot be pro* 
portionably less than the similar outlay in a larger ; that is to say, 
by way of example, a Company with an Income of ^20,000 can, in 
geiieral, be managed for less than double the expense attending 
another with an income of ^10,000. 

1 1 . — Moreover, a small Society cannot command the same range 
of choice as a large one for temporary investment, on account of the 
smallness of its resources ; consequently it must -select the best out 
of a more limited number than the larger Society can command. It 
is a well-known fact in the commercial world that large businesses 
can exist with lower profits than smaller ones, inasmuch as the Fluc- 
tuation fund must be a larger percentage of the whole in the latter 
case than in the former. The increase of large farms, large manufac- 
tories, etc., confirms this abundantly. A large Society and a small 
one, trading at the same rate of profits, may, in the words of Mr. de 
Morgan, be compared to a line-of-battle ship and a small boat in a 
rough sea : in which case, the first only oscillates, but the second 
is upset. 

Of Moral Expectation, 

12. — ilforaZ considerations affecting pecuniary contingencies may 
be accurately measured by formulae depending on the hypothesis 
first advanced by the celebrated Bemouilli,* viz. That the relative 
value of any infinitely small sum, dx, is inversely proportionate to 
the Fortune, x, of the individual who expects to receive it, hut di- 
rectly proportionate to its absolute value. 

Then, the moral advantage arising from the contingency of re- 

dx 
ceiving dx would be represented by ^ — - , and the relative or moral 

X 

value of the fortune, which is susceptible of contingent augmenta- 
tion, (its absolute value being a:,) becomes 
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* [Vol. 5, Petersburg Commentaries. 

The theory of moral Expectation had its origin in a problem proposed by 
Nicholas Bemouilli to Montmort, which, on account of its having given rise to 
considerable discussion in the ' Petersburg Memoires,' has been usually called the 
Petersburg Problem,'] 
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= Jfc.logx + A . . . (1) 
k and A being constants to be determined from the nature of the 
question. 

Thas» if X = ^, the original Fortune* the integration woald be 
taken from d? = f to « = «, and the above moral value can be put 
under the form 

*.log;p (2) 

13. — ^To illustrate the application of this formula for moral values, 
^^^ /i> A* /s> • • • • ^ sums to be received on the happening of 
certain contingent events, the probabilities of which are p^, p^t 

j>3 and let it be supposed that one or other of the events will 

necessarily happen ; then 

1^ + 1*2 + i^i H- • . . . = 1 • . • (3) 
and the moral or ag^egate relative fortune of the individual, which 
is, by (1),* represented by 

k . log X -^ h 
will also =;'i{*.log(f'+/i)-f A} 

+ ;>3{A.log(i^+/3)+A} 

+ Pz {A .log (F -h/s) + A} + etc. . . (4) 
Hence x = (F +/i) '» . (F +/^) '• . (F + /s)^. . etc. . (5) 
and ^ — jP is the sum, which if it were certain ta be received, would 
procure to the individual the same relative advantage as his contin- 
gent expectations. 

14. — From eq. (5), we gather that, even when the mathematical 
chances are equal, there is a moral disadvantage in speculation. 

To illustrate this : Let A, whose fortune is ^1,000, make a bet 
with another, B, on an event, which presents an equal mathematical 
chance of either gaining, — the loser to pay, say ^.500, to the winner. 
What is the moral value of A's fortune after he has made the bet, 
and before the result is known? 

Here F= ^1,000, f^ = ^6500, A = - ^500, 

and p^=p^ = i 

X = {1,000 -h 500} 4. {1,000 - 500} 4 
= 500 V3 = ^866 nearly, 
consequently, the position of -4 is worse by ^134 than it was before 

* [Laplace calls x the Jbrtune physique^ and hAo%x -^ h tht fortune morale. 
See his Th^orie Analytique dea ProbabiUt^s, chap. 10, art. 41, p. 432.] 
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he made the bet : therefore, the moral disadvantage is equivalent to 
this sum, though the terms of the play, according to the mathema- 
tical theory, are equal. 

If the bet be smaller in proportion to the fortune, saj ^100, 
then the moral value of ^s ^1,000, after having made an even bet 
involving a gain or loss of ^100, is 

= {1,100 X 900}* 

= 300 >v/ll = ^995 nearly, 

Tvhich shows, in this case, a moral disadvantage of only ^5, very 
much less than a fifth of that in the previous example, scarcely -^th. 

15. — ^As another illustration, take the case of two persons, A and 
jB, whose fortunes are the same, ^1,000 each, making a bet that 
^500 should be paid by A if he loses, and £50 to A if B loses, the 
odds being supposed and taken in the ratio of the bets, i.e. 10 to 
1 ; then the moral value of A's and jB's fortunes after the bet is 
made, but before the result is known, would be : — 

For A^s case, 
(where Pi= \i F = 1,000 /i = 50 /g = - 500) 

= (1,050)H . (500)^r = ^981. 
For ^'s case, 

s = (1,500)A . (950)i^ = ^990, 
which shows that although, according to Art. 5, the mathematical 
expectations are equal when the stakes are in exact proportion to 
the chances, yet the moral expectations are no longer equal, when 
the bet is made and the result unknown. 

16. — Conversely, if the problem in (14) be to find the value, jpj, 
of the mathematical chance, such that the moral value of A^s for- 
tune may remain nearly intact, or only affected to a trifling extent, 
say /A per pound, by his having made a bet. Then 

^±^. (F-A) = F(l - m) 

Pi {log (^ +/i) - log (i^-/2)} =log(l -m) + logF-log(F-/,) 
. „ log (I - ^) + log F- log (F-f^) 
"Pi- log (F +/i) - log (F-/2) • W 

Example : Let the fortune be ^1,000, the sum risked ^500, on 



8 APPCNDIX OM MOKAI« AND MATHKHATICAL 

Uiechaneeof makiDgagain of i6500; to find jpi, so that the MoroJ 
▼alae wmj differ from the nutthematical bj 1 per cent. 

Here j^i = 1^3 = 622 

or the chances shoold be aboot 6to4or3to2mhb finroor. 



17. — All risk$, if only wtaikematieally baktmeed, are disadtfon- 
tageouM. — In order to prore this principle, suppose an individiial, 
whose fortune is F, stakes a sum, fi^ with a chance, p^ of winning. 
The stake to be won, bj the hypothesis, is 

= ^ "^^ (See Art. 5.) 

and the Yslne of the expectation by eq. (5) is 

If this be less than F, the bet has produced a moral disadvantage, 
and lus pecuniary condition is worse than it was before he entered 
upon the speculation. Now the above result divided by F 
_ \F,p.^^R{\^p)Y. {p . (F~ g)}>^ 

Putting this into logarithms, we have it 

=j>.log{F.;> + iJ I — p} H- 1 — |i.log{p.iP'— ij} — log^.F 

^^^-fi pJXp.F^liiy^p)'- piF^R)Y^' 


in which the coefficient of c/U is evidently negative for all positive 
values of 5, the integral is therefore negative, whence the Expec- 
tation itself is negative. 

1 8. — To determine what should be the contingent gain, G^, that a 
person with a fortune, F, may without moral disadvantage, risk a 
sum, FLy on a speculation of which the chance of gain is jp ; in other 
words, what proportion G should bear to F.. 

Here (F 4- G)' . (F - B)^-** = jP 



or 



G^{Fp^(F^F)p'\-F . . . (8) 



F 

1 9. — Let i? = i, and put 'JB = — , 



F-R 
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or in another form ^ — r^ = =i (9) 

Again, G^ = jjj— -j.iZ .... (10) 



20.--If m = 2 or jR = ^ 

• 

whence we learn. That a person should not stake half his fortune 
upon an even chance, unless the contingent gain be such as will double 
hisfortunCi or give him cent, per cent. 

21. — Let R^= F, then G = oo , or the sum to be gained by a 
speculation must be infinitely large to make it worth while to risk 
the whole of one's fortune upon an even chance. 

22. — If, in formula (4), the quantities /j, f^, f^, etc., be very 
small in comparison with F, the expression for the moral expecta- 
tion, X — F, becomes very nearly 

= Plfl+P2A'^Pif3' ' ' ' • • (11) 

which is the mathematical expectation ; — that is to say, the Moral 
and Mathematical expectations nearly coincide, when the contingent 
benefits to be obtained from the speculation are very small in com- 
parison with the fortune in possession before the risk is incurred, 

23. — ^A corresponding result to the above arises when the risks, 
to which a given Capital is exposed, are so divided that the number 
of ventures may be large. Hence it is better for an Insurance 
Society that its funds and capital should be exposed to a number 
of small* risks, independent of each other, than to take the liability 
of a limited number of large policies, although the mathematical 
probability of loss be in both cases precisely the same. For ex- 
ample, the mathematical value of the risk on one policy of ^10,000 
on a Ufe aged 30 is the same as the aggregate mathematical values of 
ten policies of ^1,000 each on lives of the same age ; but the moral 
values of the expectations of the two kinds of risks are different. 

As another illustration, take the case of a merchant with a capital 
of ^4,000, besides goods of the value of ^8,000, which must be 

* [See the formulae and remarks on the subject of Loan Risks in Building 
Societies, in note, Div. II., p. 58, of Treatise on the subject.] 

b 
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transported by sea : supposing -^th to be the probability that the 
vessel will be lost in the voyage, what is the moral expectation of 
the merchant, — first in the case of the goods being transported in 
a single vessel ; and secondly, in the case of one-half being embarked 
in one vessel, and the other half in another. 

I. If the goods be embarked in one ship» the merchant's absolute 
fortune will, in the event of the safe arrival of the ship, become 
^12,000 : and, in the event of her being lost, ^4,000. The proba- 
bility of the first of these events is ■^, and that of the second, ^ ; 
consequently, the moral value of his absolute fortune becomes, from 
formula (5), 

X= (12,000)*. (4,000)tV = 5^10,751 nearly, 
which is £449 less than the mathematical value by the probability 
(,V) of the gain. 

II. In the second case, supposing the merchandise to be embarked 
in two ships, we have three compound events to consider, viz. : — 

P. Both vessels may arrive in safety, the chance of which is 

10 ^ nr — 100 
2°. One of the ships may be lost, and the other arrive in safety : 

this may happen in two ways ; 

.-. the chance is 2(3^ x ■^) = J^. 

3®. Both ships may be lost ; the chance of which is 

_L- V » — 1 
10 ^ T5" — 100' 

If the first of these events take place, the Capital of the mer- 
chant will become 

^4,000 + ^8,000 = 5^12,000. 
If the second happen, it will be 

5^4,000 + ^4,000 = ^8,000. 
And if the third happen, it will be only ^4,000. 
Hence, substituting these numbers in the same formula, 
X= (12,000)1^ X (8,000)1^ X (4,000)T*iy 
= ^11,033 nearly, 
which is ^167 only below the mathematical expectation, and ^8282 
in excess of the result on the hypothesis of the merchandise being 
risked on one ship ; and it may be easily shown in the same way, 
that the moral expectation is increased by an increase in the 
number of ships among which the risk is divided, and approaches 
its limit 587,200, which is the value of the mathematical expecta- 
tion, or 

^V X ^8,000. 
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24. — It may, also, be shown that, whatever may be the risk of 
ruinous fluctuation to whict a Society may be exposed in embarking 
a certain amount of Capital in each of a certain number of similar 
speculations, it is halved by employing one-fourth as much Capital ia 
each of four times as many speculations, and so on. Mercantile men 
are perfectly aware of the general truth of this principle, but they 
very often imagine that they halve the risk by doubling the number 
of ventures ; whereas they would have to be four times as many. 

25. — The theory of Moral Expectation enables its to assign the 
circumstances, in which it is advantageous or otherwise for Societies 
to grant, and for individuals to pag for policies insuring Property, 
dependent on particular hazards, such as Invalid Lives, Untried 
Risks, particular kinds and seasons of voyages, etc. For this, we 
have three principal questions to consider : — 

a. What amount of premium, Y, the Insurer can pay to the 
Society without disadvantage, 

b. What ratio his fortune should bear to the value of the sum 
speculated, in order that it may prove advantageous to insure at a 
given premium, 

c. What Capital a Society ought to possess in order that it may, 
with probable advantage to itself and safety to the Insurer, accept 
a given risk, 

(a.) Let R be the sum which an Insurer has at risk, dependent 
upon an event, the probability of the favourable happening of which 
is p, and F his capital independently of R, Then the mathematical 
value of the Assurer's absolute fortune is 

(F+ R) — (l-p)R = F-{-p.R 
if he insures, paying for the policy its net value, (\ —p)R; and 
the moral value x= (F + R)p . F^~p 
if he does not insure. 

Consequently, according as 

F-itp,R>or <,(F-{''R)p,F^-p 

it will be advantageous or otherwise to insure. To examine this, we 
must take the Logarithm of these expressions. The first 

The second =pAog(F+ R) + (1 —p) log F 

_ Pp,dR 
F + R 



-A 
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which is less than ^ 



fi 



p.dR 



F-j-p.R 

since /> is a proper fraction. Therefore, in general. Assurance is at- 
tended with advantage. 

26. — In the above, let 

r :=^(F + p.R)'^(F+R)P.F^-p. . (12) 
This represents the sum the Insurer could afford to pay the Assurance 
Society in addition to the mathematical value of the risk, without 
moral disadvantage. Hence, his relative fortune will be increased or 
diminished by insuring, according as he pars less or more than 
{(1 — |i)i2H- T']. In practice, the premiums paid, J, may be 

considered to fall between the limits of {I — p.R + Y') and 
(1 —p.R). Hence, notwithstanding that the Assurer pays more 
than the mathematical value of the risk, he gains a moral advantage 
by the transaction. 

27. — (b.) The amount of Capital, F, the Insurer should possess, 
so that it may be morally a matter of indifference to him whether 
he insures or not at a premium* F, is the value of F determined 
from the equation 

F+R — T=(F + R)P. F^-p 
For example : Let R, the sum at risk on the event, = ^10,000, 
r = ^800, and p=^ii; then we have 

F -h 10,000 - 800 =(F+ 10,000)H . JTA 
or (F + 10,000)« . i?** - F = 9,200 

from which we find the value of F, by approximation, = ^5,043. 
Therefore, to neglect insuring for a policy of ^10,000 would not 
prove advantageous, unless his other capital amounts to more than 
£5,048, even though the premium charged exceeds the mathema- 
tical value of the risk by £300. 

28. — (c.) The Capital, F, the Society granting the policy ought 
to possess, may be found in the same way. Its capital, after ac- 
cepting the risk of the sum R, for the premium T, becomes {F' 
+ Y) should the vessel arrive in safety, and 

(F'-R + T) 
in the event of her being lost; therefore the moral expectation 
becomes 
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* = (F' + r)p . (1?* - 22 + ry-^ 

which must = the Society* s original Capital, F', in order that neither 
advantage nor disadvantage may accrue in undertaking the risk. 
Therefore, supposing the numerical values of B, T, p, and 1 -- jp 
to remain as hefore, the equation hecomes 

Ff = (F' + 800)« X (F^ 9,200)* - 
from which we find, hy approximation, 

F' = 14,243 nearly ; 

or there would he a moral disadvantage in a Society undertaking the 
risk of insuring a cargo with £10,000 for a premium of £800, unless 
its Capital amounts to £14,243, and should a less premium he de- 
manded, the Capital should he still greater. 

If JT = £600, which still exceeds the mathematical value of the 
risk, F' becomes 2629,878. 

29. — From the preceding we learn that a Company, with a large 
capital, may not only with safety engage in speculations, which might 
prove ruinous to another whose resources are more limited, but also 
with certainty derive a profit from them at a lower premium. 

The smaller Company would consequently require a larger margin 
on its premiums than the richer Company, to guard against contin- 
gencies of loss in its speculations, setting aside all question of the 
expenses and fixed profit on capital required, these being usually 
included and provided for in the margin added to the premiums.* 

30.— It follows that an Office, that has but few cases of ant/ par^ 
ticular kind of risk, mitst charge a larger margin over the theoretical 
premium than where it has a sufficient average ; otherwise, the moral 
value of its assets is less, after a Policy is granted and risk com- 
menced, than before. Also, that an Office of small resources should 
not attempt risks of an unfavourable character, such as diseased 
lives, etc. 

31. — If a Society enter into a given number of successive or si- 
multaneously independent transactions of a contingent character, the 
combination, which, of all others, is most likely to happen, is that 
in which the number of losses is to the number of gains most nearly 
as the probability of losing any one to the probability of gaining it, 

* [See Laplace and Traite El^mentaire de Lacroix, p. 132.] 
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Suppose there are g ways of gaining and I ways of losing, and that 
the numher of speculations in question is n, depending on n events 
of the same sort. In the developement of 

we see, in the coefficients, the number of ways in which all, all but 
one, etc., may succeed ; and if we divide both sides by the whole 

possible number of cases, (ff + l)\ and let 



we have 



9-\-l^^'9-Yl 



«(»-!)_, 



I?" + « ,p*-^ q -h ^ 2 P T + ....= 1 

the terms of which express the probabiUties that all, all hut one, 
etc., will succeed. The ratios of these successive terms to those 
which precede are 

« — 1 q 

2 'y 



n I 

n , —f 
P 



n^ 2 q 

— 5 — •-;, etc. 
o p 



_, r -f 1th term w — r+lo _, 

The —i:rin = ^^— •-= 2; (say). 

rth term r p r \ j/ 

Let the rth term be the greatest ; that is, let Tr be less than unity, 
and 2V-1 greater than unity, or 
{n — r + \)q<,rp 



(w + \)q<r 



(w-r- 1 +l)^>(r- 1)^ 
(«+ l)g>(r~l) 
But the rth term expresses the probability of losing (r — 1) and 
gaining (n — r + 1) of the speculations ; ccmsequently, in n separate 
events, against each of which the probability is q, the most probable 
of all losses is the whole number next below (n + 1) ^, which is 
more likely than any other given loss, though not more likely than 
any out of the other losses. 
The preceding relations give 

^'—1 V nq-'p ^ (» + 1) g 
n — r + 1 '^(» + \)p ^ np ^ q 

Where » is a large number, the two fractions just found are very 

near to ~, which establishes the theorem. 
P 

32. — Although the most likely combination in question is not to be 
necessarily counted upon, yet the greater the number of speculations 
entered into, the smaller will be the percentage of fluctuations to 
be reasonably looked for. Consequently, if a Society enter into 
1,000 speculations, against each of which the chance is 9 : 1, then 
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it may anticipate the loss'of 900 and the gain of 100^ and the spe- 
culations must not be entered into unless upon terms that v/iU make 
the 100 pay the risk of the whole 1,000 : or, if each successful 
speculation would bring £10, the sum risked by the Society must 
be less than the probability of gain, ^61, in each of the 1000, in 
order to allow for the possible deviation from the most likely com- 
bination. 

33. — The following principles are also important, not only in consi- 
dering questions similar to the preceding, but in the measurement of 
the probability of events happening in a particular manner among 
the lives assured in a Company, where the probabilities depend on 
the experience it has had during previous periods, such as the nature 
of diseases attending certain occupations and certain districts, or 
the mortality among invalid lives in successive quinquennial periods. 

1°. The Probability, p, that a particular kind of event which 
has occurred n times already, will occur again is 

==;rr2 • • • • (i^) 

When n is very large, p = I ; that is to say, after a very large 
number of observations the probability of the event occurring as be- 
fore approaches certainty. 

Example : — 

Thus, if an event, depending on unknown causes, and which can 
happen only in one of two ways, has been observed to happen once, 
the probabiUty is two-thirds, or the odds are two to one in favour of 
its happening in the same way at the next occurrence. 

2°. The probability that the event mil occur n' times the same 
way again is 

^"'^ ... (14) 



n + n' + 1' 

Example : — 

Thus, if there are five events, which must turn out in one of 
two ways, and the first two events have occurred in one way, it is 
three to one that the next will occur in like manner, and an even 
probability that all will occur the same. If, however, three events 
have occurred one way, then the chances are two to one that the re- 
maining two will do so Ukewise. 

3°. The Probability that there exists a cause which necessitates the 
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reproduction of an event that has been observed several times tO' 
§ether^ increases more rapidly than the probabiUty of the next hap^ 
pening of the event* 

For the probability that the event has not been produced by acci- 
dent, bat that it has been facilitated by causes, is 

2*"^ - 1 I 

which increases more rapidly with n than (13). 

For further details on these points, see Coumot ' Exposition de la 
Theorie des Chances et des Probabilit^s,' and Quetelet's ' Probabi- 
lities.' 



APPENDIX 



ON THE 



VALUATION OF POST OBITS 



AND 



CONTINGENT REVERSIONS OR LEGACIES. 



With some simple new Formula and Tables. 



By Life Annuities. 

Art. 1 . — Frequent complaints are made of the excessive amounts 
that are charged by way of Post Obits on property, inr consideration 
of the payment of a sum in present money or of Life Annuities 
granted to the lives entitled to the property in Reversion. These 
complaints are particularly frequent (and generally with justice) 
when the parties concerned are private individuals, not conversant 
with the principles of calculation involved, or when erroneous for- 
mulae are used by Actuaries who have no experience in dealing with 
such questions. "We have consequently thought that the annexed 
Tables might be useful in enabling Solicitors and others to ascertain 
the fair amount for a Post Obit, or charge to be made on Contingent 
Reversionary Legacies or property, in the most general case of two 
lives, where a present annuity is proposed to be granted to one life, 
in consideration of a Post Obit, contingent on its surviving another, 
and provision is made for the annual cost of an Assurance in case of 
previous death. Where more than two lives are involved, the Tables 
would be too extensive for convenient publication. 

2. — The subject has become more especially interesting of l^te, 
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through the recent actions of 7*. v. the H. and P, of W, Assurance 
Societies in the Court of Queen's Bench, where the Plaintiff claimed 
on an Assurance connected with a Post Obit Bond ; and the follow- 
ing explanation of the cases may be serviceable. 

3. — The Post Obit Bond in question was given for 4614,000, to 
be paid by a life aged 35, in the event of his surviving another aged 
74, in consideration of receiving, during the joint existence of the 
two lives, an annuity of ^330 a year. The Plaintiff, having sub- 
mitted a case to an Actuary, effected, it is said, assurances for ^1 4,000 
on the younger life, at an annual premium of from £4, 1 5s. to £5 
per cent., costing him therefore, in the aggregate, nearly ^700 a 
year, 

4. — ^Various pleas were raised by the Companies resisting pay- 
ment, one of which was, that the sum assured exceeded greatly the 
lepal assurable interest which the Plaintiff had in the life. This one 
plea is supported by an examination of the case, submitted to the 
Actuary referred to, which was as follows : — 

" What amount should a Post Obit be for, to be paid by a gen- 
tleman aged 35, if he outlives his father y aged 74 ? 

**The consideration to be an annual payment of £330, together 
with the necessary insurance on the younger life, which can 
be done at 5 per cent., he not being a very good one; the old 
life to be calculated to live ten years." 

5. — The Actuary's opinion was as follows : — 

" Assuming that the older life will live ten years, and that the 
younger will survive the elder, lam of opinion that the amount 
of the Post Obit, to cover the necessary insurance, should not 
be less than £12,832.'* 

6. — The above answer being assumed as correct, the Plaintiff 
would not have been far out in effecting his Assurances for 5614,000, 
and in requiring a Post Obit for that amount. 

But, in the preceding case, two arbitrary suppositions were laid 
down as conditions of the question : — 

1st. That the older life would live ten years certain. 
2nd. That the younger life would certainly survive him ; 
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and such assumptions are constantly being made, to the injury of 
property mortgaged for Post Obits. 

7. — On these assumptions the calculations would stand thus (treat- 
ing the Annuities, for simplicity^ as Annuities due, and interest at 
five per cent.) : — 

Let A = Accumulation of an Annuity of £\, paid at the begin- 
ning of the year, for ten years certain^ at 5 per 
cent, interest ; 

a :=z Annuity paid = ^330; 

= Post Obit : 
then O . ( . 05) = Annual premium paid by Assurer : 
.-. { 330 + O^(.05) } .A = 

' l-^-(-05) ^^ 

__ 13-207x330 



1- (13-207 X -05) 
= ^12,832 nearly. 

The preceding assumptions, however, are erroneous, as, by the 
Carlisle Law of Mortality, the joint existence of two lives, aged 35 
and 74, is only worth, at five per cent., 5*881, or less than six 
years' purchase. 

8. — The case would have been correctly stated thus : — 

** What amount should a Post Obit be for, to be paid by a gen 
tleman, aged 35, if he survive his father, aged 74 ? 

" The consideration to be an annual payment of £3^0, together 
with the necessary Insurance on the younger life, the j^re- 
miumfor which may be taken at £5 per cent, per annum." 

9. — The correct amount would then be obtainable thus by the or- 
dinary mode of calculation : — 

Let a = Annuity due, or payable in advance each year to x, 
during the joint existence of two liveSt aged x, y, 
for a Post Obit O, to be received if x survive y ; 
A = Accumulated amount, vnth interest (by the end of the 
year when one has died), of £>\ a year, payable in 
advance during the joint existence of x, y, 

* [See Table 9, page 305, Treatise on Industrial Investment and Emigration^ 
(taking amount for eleven years, minus JCl).l 

*2 
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and p^ . y= Office Annual Premium to assure £1 in ease of x dying 
** before y ; 

then 0= (a4- 0.»,.y)>4. 

^ (I) ' 

A . a 

= \-A.p.., (2) 

(1) 



10. — In the Plaintiff's case,/?,.,, the premium, was taken at as 

(I) 

high as £b per cent., and it would have heen but fair to have taken 
a corresponding reduced expectation for the joint duration of the two 
lives, and a lesser Post-Obit Bond. But, even assuming their joint 
duration to be not less than that shown bj the CarUsle Tables, and 
allowing the Plaintiff £^ per cent, compound interest for his money, 
or ^1 per cent, per annum more than he professed to charge, by 
formula (2), O would only equal ^708 (nearly). 

11.— To justify a Post Obit of ^614,000, an Annuity of ^1020 
should have been paid to the younger life ; and the fact that, while 
the Annuity paid was only ^330, the premiums were ^700 a year, 
should have suggested to the Judge and the Jury that the life was a 
bad life, and that the assumptions made in the case submitted to the 
Actuary, viz. — that the older life would live ten years certain, and 
that the younger life would survive him, were erroneous. 

12. — The result in Art. 9 might be proved elegantly thus, in a 
form, it is believed, not to be found in works on Life Contmgencies : 

Since the amount of the Post Obit is receivable at the death of 

either life. 

If w^.y = Annual sinking fund, or Net premium (calculated at the 

rate of interest the purchaser is to receive), to pro- 
duce £1 at the death of the first of the two lives, 

sBiy; 
andp^.y = Annual Office premium to Assure £\ in ca^e of x dying 

before y ; 

then Vf, . y — Pg , y 
is the Annuity which should be paid to life x for a Post Obit of ^1 . 
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Henee if ^ a be the actual Annuity desired to be bought: Then 
the Post Obit, O = ^ . , . . . (3) 

(1) 

which is identical with (2), since 
13. — Whence this Rule : — 



TTp.y 



To Calculate the Amount of a Post Obit Bond. 

"From the net annual premium, — or sinking fund, at Jive per 
cent. Carlisle (or such other rate of interest as may be 
allowed, and Law of Mortality selected) , for the Assurance 
of £,\y payable at the death of the first of two lives, — Sub- 
tract the Office annual premium for £\ Assurance against 
the younger life dying before the older, — And divide the 
proposed Annuity to the younger, by the difference*^ (See 
the Tables at page 7.) 

14. — ^The rate of interest that should be involved in 7r,.y varies in 
practice from 5 to 7 per cent., and tt,., is easily calculated, with 
the aid of Joint Life Annuity Tables, from the formula given in our 
Treatise on Copyhold Enfranchisement and Freehold Land Societies 
(3rd ed., page 4, App.), viz. — 

where a,.y is the present value of an Annuity due on two lives, 
and ttgo the present value of a perpetuity due = -j* 

15. — The preceding assumes that the Annuity is payable at the 
beginning* of the year, for which, if desired, the equivalent value of 
the Annuity, payable half yearly or quarterly, can be substituted ; 
but this should not be done, unless interest on the Post Obit is 

* [It is worthy of attention that, if formulae relating to Life Contingencies 
are made to depend, when practicable, on but one UTiknown quantity, and to 
involve symbols for annuities due or payable at the beginning^ instead of at 
the end of each year, their forms are not only more .elegant, but more simple 
for practical use and remembrance. Such forms are also preferable, as they are 
then analogous to formulae for premiunuf, which are customarily payable at the 
beginning of the year ; and they can be as easily adapted to cases of half -yearly 
or quarterly Annuities, as formulae involving Annuities due at the end of the 



6 APPENDIX ON POST OBITS 

receivable in the event of delay occurring in the settlement by the end 
of the year that one life dies ; and although such delay would not in 
general arise if the assured life die firsts it might be the case if the 
older die first, and there be delay in the younger coming into the 
estate. This suggests the propriety of adding some margin for the 
expenses that may be incurred by the purchaser in the recovery of 
the amount of his Post Obit. 

16. — If, after n years have clasped, the holder of a Post Obit, O, 
desire to sell it, the value would be 

= O («•,+,, y+» — rr,. y) . a,^.„,y+, 

= o(l-^=i=^") (5) 

It may be remarked incidentally, that the coefficient of O is a neat 
formula for the value of a Policy, 

year. It is an objection to existing works on Life Contingencies, that this ana- 
logy is disregarded. By way of illustration (see our Treatise on Copyholds) : — 
If fi(r» Value of Annuity due on life x ; using the Greek letter Alpha. 
o„ = Value of a perpetuity due, or an Annuity for ever ; 
and Sj, = Net single premium for Assurance, or present value of £1 receivable at 
death, of life x : — 

I + t a^ 

a.= a^{\-S,) (2) 

= ^^ (3) 

Ag — amount of annual premium of i^l, by end of year after death of x, 

=-L (4) 

d =-^-4- . . . . • (5) 

•••Mx-)"Mir) ^''^ 

5, = i- «:- (7) 

«« 

= !-<*.«, (8) 



„-J!i— W 

<» + «■, 

d  S. (10) 

= _L-J. (11) 

= _L _ d (12)] 
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Art. 17. 



Table /or calculating the Annuity to he granted in purchase of a 
Post-Obit Bond or Contingent Reversionary Legacy o/£lOO, 
payable on the contingency of one life (A) surviving another (B), 





V •» 
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.■» A »»MM.\A. ^. y 






Column 1. 




Column 2. 


Ages. 


Gross Annual Payment to purchase a Poet 
Obit or Contingent Beversionary Legacy of 
£100, receivable if A survive B, inclusive 
of cost of insuring the chance of A dying 
before 5, allowing interest at 


Deduction to be 
made for rate of 
insurance of £100, 
payable should A 
die before B, 


A 


B. 


5 per cent. 


6 per cent. 


7 per cent. 


Office 
Annual Premium. 


£. 8, d. , 


£, 8. d. 


£. 8* d. 


£» 8, d 


20 


20 


2 8 


1 18 3 


1 16 3 


1 8 7 




25 


2 3 8 


2 1 2 


1 19 2 


1 7 8 




30 


2 7 6 


2 5 


2 2 10 


16 9 




35 


2 11 10 


2 9 


2 6 7 


1 5 10 




40 


2 17 11 


2 14 10 


2 12 2 


1 4 11 




45 


3 4 8 


3 1 1 


2 18 


1 4 1 




50 


3 15 5 


3 11 5 


3 7 10 


13 2 




55 


4 13 1 


4 9 


4 5 4 


12 4 




60 


5 17 9 


5 13 6 


5 9 8 


1 1 6 




65 


7 4 


6 19 5 


6 15 2 


1 8 




70 


9 80 


9 3 3 


8 19 


19 9 * 




75 


12 9 7 


12 4 6 


11 19 9 


19 




80 


15 13 9 


15 8 5 


15 3 5 


18 3 


25 


85 
25 


20 13 5 


20 8 2 


20 3 4 




2 6 7 


2 4 1 


2 1 11 


1 12 4 




30 


2 10 4 


2 7 8 


2 5 5 


1 11 2 




35 


2 14 5 


2 11 7 


2 9 1 


1 10 




40 


3 4 


2 17 3 


2 14 7 


1 8 10 




45 


3 6 11 


3 3 6 


3 5 


1 7 8 




50 


3 17 6 


3 13 7 


3 10 1 


16 8 




55 


4 15 2 


4 11 1 


4 7 5 


15 8 




60 


5 19 10 


5 16' 6 


5 11 7 


14 9 




65 


7 5 10 


7 18 


6 17 1 


1 3 10 




70 


9 9 9 


9 5 


9 8 


12 9 




75 


12 10 11 


12 6 2 


12 1 11 


119 




80 


15 15 1 


15 9 11 


15 5 1 


1 10 




85 


20 14 10 


20 9 6 


20 4 8 
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Annuity for the Purchase of a Post-Ohit -Bo»(f— continued. 




Gdomn 1. 


Colnnin 2. 




Qrou AniniAl Payment to purchase a Poet 


Bednction to be 


Ages. 


Obit or Contingeiit BevendonaiT Legacy of 
£100, receivable if A survive By inclusive 


made for rate of 




insmance of j&IOO, 




of cost of insuring the chance of A dying 


payable should A 




before B, allowing interest at 


die before B. 


A. 


B. 


5 per cent. 


6 per cent. 


7 per cent 


Office 
Annual Premium. 


£. s. d. 


£, 8. d. 


£. B. d. 


£, a. d. 


30 


30 


2 13 10 


2 11 1 


2 8 10 


1 16 9 




35 


2 17 8 


2 14 10 


2 12 6 


1 15 3 




40 


3 8 5 


3 4 


2 17 9 


1 13 10 




45 


3 9 9 


3 6 4 


3 8 3 


1 12 4 




60 


4 


3 16 4 


3 12 10 


1 10 11 - 




55 


4 17 8 


4 13 9 


4 10 1 


19 8 




60 


6 2 3 


5 18 1 


5 14 5 


18 7 




65 


7 8 4 


7 3 10 


6 19 9 


17 7 




70 


9 12 5 


9 7 8 


9 3 4 


1 6 8 




75 


12 13 6 


12 8 11 


12 4 8 


1 5 8 




80 


15 17 9 


15 12 7 


15 7 11 


1 4 9 


35 


85 
35 


20 17 7 


20 12 3 


20 7 5 




3 13 


2 18 3 


2 15 8 


2 1 5 




40 


3 6 7 


3 3 6 


3 9 


1 19 6 




45 


3 12 8 


3 9 2 


3 6 


1 17 7 




50 


4 2 9 


8 18 10 


3 15 5 


1 15 8 




55 


5 


4 16 


4 12 5 


1 13 9 




60 


6 4 5 


6 4 


5 16 7 


1 12 3 




65 


7 10 4 


7 5 10 


7 19 


1 11 




70 


9 14 2 


9 9 5 


9 5 


1 9 9 




75 


12 15 3 


12 10 7 


12 6 3 


18 7 




80 


15 19 2 


15 14 1 


15 9 4 


1 7 4 


40 


85 
40 


20 18 11 


20 13 6 


20 8 7 




3 11 8 


3 8 5 


3 5 6 


2 7 9 




45 


3 17 3 


3 13 8 


8 10 6 


2 5 4 




50 


4 6 10 


4 2 11 


3 19 5 


2 2 9 




55 


5 3 11 


4 19 10 


4 16 2 


2 3 




60 


6 7 11 


6 3 11 


6 3 


1 18 




65 


7 13 9 


7 9 2 


7 5 1 


1 16 3 




70 


9 17 6 


9 12 10 


9 8 6 


1 14 9 




75 


12 18 9 


12 14 


12 9 9 


1 13 6 




80 


16 2 10 


15 17 8 


15 12 10 


1 12 8 




85 


21 2 6 


20 17 2 


20 12 3 
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Annuity for the Purchase of a Post' Obit Bond — continued. 





Colmnn 1. 


Colnmn 2. 




Gross Annual Payment to purchase a Post 


Deduction to be 


Ages. 


Obit or Contingent Beversionaiy Legacy of 


made for rate of 




£100, receivable if A survive B, inclusive 


insurance of £100, 




of cost of insuring the chance of A dying 


payable should A 




before Bf allowing interest at 


die be/ore B, 


A. 


B. 


5 per cent. 


6 per cent 


7 per cent. 


Office 
Annual Premium. 


£. 8, d. 


£. 8, d. 


£. 8, d. 


£, 8, d. 


45 


45 


4 2 1 


3 18 4 


3 14 11 


2 14 4 




50 


4 11 


4 7 


4 3 5 


2 11 




55 


5 7 5 


5 3 2 


4 19 4 


2 7 6 




60 


6 10 10 


6 6 8 


6 2 10 


2 4 1 




65 


7 5 11 


7 11 3 


7 7 1 


2 10 




70 


9 19 2 


9 14 5 


9 10 


1 18 3 




75 


13 


12 15 4 


12 11 


1 16 




80 


16 3 10 


15 18 8 


15 14 


1 14 5 


50 


85 
50 


21 3 9 


20 18 4 


20 13 3 




4 19 1 


4 14 9 


4 10 10 


3 4 10 




55 


5 14 8 


6 10 3 


5 6 2 


3 5 




60 


6 17 3 


6 12 11 


6 8 11 


2 15 11 




65 


8 1 2 


7 16 6 


7 12 1 


2 11 4 




70 


10 3 6 


9 18 7 


9 14 


2 6 9 




75 


13 3 4 


12 18 6 


12 14 1 


2 2 9 




80 


16 6 2 


16 11 


15 16 1 


1 19 2 


55 


85 
55 


21 5 4 


20 19 10 


20 14 9 




6 9 6 


6 5 


6 11 


4 3 2 




60 


7 11 6 


7 7 


7 3 


3 17 10 




65 


'8 14 4 


8 9 7 


8 5 2 


3 12 6 




70 


10 15 9 


10 10 9 


10 6 1 


3 6 7 




75 


13 15 2 


13 10 2 


13 6 7 


3 14 




80 


16 16 9 


16 11 4 


16 6 4 


2 16 7 




85 


21 15 


21 9 5 


21 4 3 




60 


60 


8 13 


8 8 7 


8 4 7 


5 9 2 




65 


9 14 10 


9 10 1 


9 5 10 


6 3 




70 


11 15 8 


11 10 8 


11 6 1 


4 16 6 




75 


14 15 


14 10 1 


14 5 7 


4 10 7 




80 


17 16 3 


17 10 10 


17 6 10 


4 5 7 




85 


22 14 8 


22 8 11 


22 3 7 
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Annuity for the Purchase of a Post- Obit ^ond^-continued. 



Ages. 


Column 1. 

Oross Annual Payment to pnrchase a Post 
Obit or Contingent BeTeraionary Legacy of 
£100, receivable if A survive B, inclusive 
of cost of insuring the chance of A dying 
before B, allowing interest at 


Column 2. 

Deduction to be 
made for rate of 
insurance of j£100, 
payable should A 
die before B. 


A. 
65 


B. 

65 
70 
75 
80 
85 


6 per cent. 


6 per cent 


7 per cent. 


Office 
Annual Premium. 


£. 8. d, 
10 14 6 
12 13 4 
15 11 2 
18 10 2 
28 7 4 


£. 8. d. 
10 9 6 
12 8 2 
16 6 1 
18 4 7 
23 1 6 


£. 8. d, 
10 5 
12 3 5 

16 1 5 

17 19 4 
22 16 1 


£. 8. d, 
6 14 5 
6 5 3 
5 16 8 
5 8 5 


70 
75 


70 
75 
80 
85 

75 

80 
85 


14 10 1 
17 6 5 
20 2 3 
24 16 6 


14 4 7 
17 1 
19 16 4 
24 10 1 


13 19 6 
16 16 
19 10 10 
24 4 2 


8 19 11 
8 9 2 
7 18 6 


20 2 11 
22 16 9 
27 9 11 


19 17 6 
22 10 10 
27 3 5 


19 12 6 
22 5 3 
26 17 3 




80 


80 
85 


25 6 5 
29 15 7 


25 3 

29 8 7 


24 14 7 
29 1 11 


85 


85 


83 19 1 


33 11 5 


33 4 2 



EXAJIFLB : — A Life 85 should receive an Annuity due of £11. 28. during his 
joint existence with another, 75, in consideration of a Post Obit of £100, 
supposing that the Purchaser can Assure the Life against 75 for a Premium 
of Ml. 8s. Id. per cent, per annum, and is allowed to charge Qper cent, interest. 

Hence for a Post Obit of £14,000 an Annuity of £1554 should be given. 
(See case as stated in Article 8.) 
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As to Purchase by Present Values, 

Art. 1 8. — If, instead of an Annuity ^ a present cash sum is to be 
paid to Xy for a Post Obit of £1, or in purchase of a Contingent 
Reversionary Legacy of ^1, dependent on x surviving y, the price 
should be, — 

The present net value of £1 receivable at the death of th^ first of 
the two lives, less the Office single premium for the contin- 
gent Assurance of x dying before y ; 
= (5, . y) or net single premium at the rate of interest proposed to 
be received by the purchaser 
at Office rate. 



(*«') 



This result is equivalent to 

7r,.y* (a,.y taken at 5, 6, or 7 per cent, interest) 

—Pay' (a,-y taken at 3 or 4 per cent, interest), 

(1) 

the reason being, that the purchaser is entitled to deduct from the 
Present Value of the total annual cost of the Post Obit (discounted at 
the rate of profit he is to make, viz. 5, 6, or 7 per cent.) the Present 
Value of the Office annual premium for the Contingent Assurance 
(discounted at the Office rate of interest, which would be 3 or 4 per 
cent.). 

r 

• J9. — Some writers recommend the use of the following formula 
(which gives a lesser present Value), viz. : — 

1 — {d + p,.^) •a.-y 

in which d = :, or annual interest due of £1, and is usually 

taken at 5 per cent, for the advantage of the purchaser, whilst o^.y 
is taken at a lower rate, that is, 3 per cent. The first two terms, 
1 — <]?. a,.y, would coincide with S^.y or w^.y'a^.y in the preceding ar- 
ticle, if one same rate of interest were involved in both expressions. 

20. — The introduction of two rates of interest in the first two 
terms of the above, viz. : — 

* y^/b per cent. V*** * y/8 per cent. 

as the value of a Reversion of £1, receivable at the death of the first 
of two lives (without Assurance), is scarcely equitable ; for the Seller 
is made to allow the Purchaser, instead of d^, the supposed 5 per 
cent, yearly interest du£, its present value discounted at 3 per cent., 
which is equivalent to allowing a much higher rate. 
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2 1 . — A like form, 

1 — (»)« per cent. ' (<**)8 per cent. (l) 

has also been strongly recommended bj some Actuaries as a just and 
proper present value for a Reversion o/£\ depending on a eingle life 
in place of the usual form 

(^*)5 per cent. ^^ 1 — (0)5 p„ c,„,. * \p.x\ ^^ „dl. • • (2) 

which is the expression for the single premium or present value of 
£1 at death of a life x discounted at 5 per cent. 
The first form (1) differs from (2) by 

V«/5 per cent. * | (***)8 per cent. (®*)8 per cent. } » 

or the difference between the present values of a Life Annuity {d\ ^„ cent. 
at 3 and 5 per cent., but it cannot be supported by any satisfactory 
reasoning, and is objectionable from its giving negative results for 
ages under the zero point, corresponding to 

* yfl/i per cent. ' (**jr)s per cent. ^^ 0, 

or V***^8 per eent. ^^ "TyT ^^ C**qo /» per cent. 

V"/6 per cent. 

that is, when ike Life Annuity due at 3 per cent, at age x^ the value 
of a perpetuity due at 5 per eent, s:z2l, 

22. — Our own preference would, perhaps, be in favour of the for- 
mula Sjp or 

1 — d.ag 

in which a higher rate of interest, such as 6 or 7 per cent., should 
be used throughout ; — as we are prepared to recognize that a 5 per 
cent, discount by the formula S, is not sufficiently advantageous to 
satisfy purchasers ; considering they run the risk of locking up their 
money a long time before the Reversion falls in. 

23. — But a much more satisfactory form may be deduced as fol- 
lows (analogous to that in the preceding Articles on Post Obits), and 
is worthy of consideration, as it does not yet appear to have been 
noticed by other writers : — 
Let (7r*)5=net annual premium or sinking fund to realize &V at 

death of x at ^ per cent, ; 
then (7r;r)g is the immediate Annuity due that might be granted to 
the Reversioner in purchase of a Reversion or Post Obit of ^1, re- 
ceivable at death of a?, crediting the purchaser with 5 per cent, for 
the money he advances each year. 

Now if the Reversion is to be bought by a single present sum, the 
Present Value of the Annuity {ng)^ should be given, which, by cus- 
tomary rule for purchasing Life Annuities, 
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^_M>^ (3) 

*wherejp, is Office premium to insure ^1 at death of ar. 

24. — From the theoretical value of a Reversion, whatever formula 
be used, a deduction would have to be made, if Legacy or other 
duty is payable, or if legal or other expenses are anticipated to arise 
at the time of coming into the Reversion. 

25. — For comparison, we place side by side these three forms 
and their numerical values at various ages, which we will designate 
by numbers (1), (2), (3). (See next page.) It will be seen that 
if a person aged 20 were entitled to a Reversion of ^100, and the 
interest of money were 5 per cent., formula (2) would make its 
value 5619*92, and the newly-suggested formula (3) 5ei8'24 ; while, 
by the method now in frequent use, viz. (1), the party would not 
only have nothing to receive, but would actually be called upon to 
patf the Purchaser ^8*01 ; thus making the possession of such 
Reversion a positive liability or debt. This absurd result, apart from 
any abstract argument, is conclusive proof that the formula from 
which it is obtained must be radically defective, and cannot be 
founded on any correct or equitable principle. The positive values 
given by this latter method at older ages also present  equally 
strange results, for at age 40 it makes the value of ^100 in rever- 
sion, at 5 per cent., worth only 5613*64; whereas the discounted 
value of the same is 5631*48, or, even at 7 per cent., 5622*51. 



* [The value of an Annuity due of £1 is a«, which used to be tak^i formerly 
at 5 per cent., and is 

s (see note p. 6) 

The modern writers substitntCt in the denominator, p^f the Office annual pre- 
mium for (iry)5, the net premium at 5 per cent. 

It may be mentioned incidentally that the ages at which the present Yahie 

S, or , « — \ of a Reversion of £1 is i, i, J, or --, correspond to the ages at 
d+v^ I f 

which the annual premiums are equal to </, ~, - , or j, » respectively. 

Thus P. V. of a Reversion of £100 is — or £33. 6». 8rf. at age where Net 

3 

annual premium is ^ or £2'38 per cent. (See note to p. 5.) 

In like manner Practical Estimates can be read off from an Office Table of 
Annual Life Assurance Premiums.] 
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Comparative Table of the Values o/£\ in Reversion on a Single 

Life by various formuUB (1), (2), (3). 



3 FMWL CiNT. By (2) or 1^ or 1 -<^ (fl^,), or ^''^« • 


5 PRR C»NT. By (1) or 1 -rfj^O, or (»')8-(^6-<*i)- 

<*i + («>)a 


ft 1 


, (2) or ^, or ^7\ . 


M tt /ax :** * ' New Form recommended. 
(3) i4+/>. 


6 PBK CiNT. By (2) or 5;, or ^ ^''^« ^ . 

4b + (»»)• 


»» » 


, (3) }^'^^ . New Form rerommended. 


7 p»» CiNT. By (2) or & or ^ ^^*^r ^ . 


Age. 
20 


3 per cent. 


5 per cent. 

1 > 


6 per cent. 


7 per cent. 


(2) 
or Sg 


' (1) 


(2) 
oriS; 

•1992 


New Form. 


or S, 


New Form. 


(2) 
or 5, 


•3390 


-•0801 


•1824 


•1603 


•1465 


•1326 


21 


•3446 




•2035 




•1640 




•1358 


22 


•3504 




•2082 


 


•1681 




•1393 


23 


•3564 




•2131 




•1724 




•1431 


24 


•3625 




•2182 




•1769 




•1471 


25 


•3681 




•2237 




•1817 




•1514 


26 


•3755 




•2292 




•1867 




•1558 


27 


•3822 




•2350 




•1920 




•1605 


28 


•3889 




•2409 




•1972 




•1653 


29 


•3953 




•2463 




•2021 




•1696 


30 


•4013 


+ •0215 


•2513 


•2289 


•2064 


•1863 


•1733 


31 


•4073 




•2563 




•2108 




•1771 


32 


•4136 




•2616 




•2155 




•1812 


33 


•4201 




•2673 




•2205 




•1856 


34 


•4269 




•2733 




•2259 




•1905 


35 


•4340 




•2797 




•2317 




•1956 


36 


•4412 




•2863 




•2378 




•2011 


37 


•4487 




•2932 




•2441 




•2068 


38 


•4562 




•3002 




•2506 




•2128 


39 


•4639 




3075 




•2574 




•2189 


40 


•4716 


•1364 


•3148 


•2833 


•2640 


•2352 


•2251 


41 


•4789 




•3217 




•2704 




•2308 


42 


•4862 




•3285 




•2767 




•2365 


43 


•4935 




•3354 




•2829 




•2421 


44 


•5011 




•3426 




•2896 




•2481 
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3 


per cent. 


Ad*p   




"©*' 


(2) 




or S, 


45 • 


'5089 


46 • 


•5169 


47 ' 


5254 


48 " 


•5344 


49 


•5441 


50 


•5543 


51 


•5651 


52 


•5760 


53 


•5870 


54 


•5981 


55 


•6095 


56 


•6210 


57 


•6326 


58 


•6441 


59 


•6551 


60 


•6653 


61 ' 


■6744 


62  


■6833 


63 ' 


'6922 


64 ' 


'7016 


65  


■7111 


66 


'7210 


67 ' 


■7312 


68  


■7417 


69 ' 


7525 


70 ' 


'7634 


71 


•7746 


72 « 


'7852 


73 


'7948 


74 • 


8033 


75 


8103 


16 ' 


'8172 


77 ' 


•8235 


78 ' 


'8300 


79 ' 


'8371 


80  


'8437 



5 per cent. 



(I) 



(2) 
or S, 



'2716 



•4530 



6133 



•7446 



3501 
3581 
3666 
3759 
3861 
3971 
4090 
4212 
4337 
4465 
4597 
4732 
4871 
5010 
5143 
5267 
5375 
5482 
5591 
5707 
5826 
5951 
6082 
6219 
6361 
6507 
6659 
6804 
6936 
7052 
7148 
7242 
7329 
7418 
7519 
7612 



(3) 



New Form. 



'3520 



'4601 



•5603 



•6479 



6 per cent. 



(2) 
or S, 



2965 
3040 
3120 
3209 
3308 
3416 
3535 
3656 
3780 
3909 
4043 
4181 
4324 
4469 
4606 
4734 
4844 
4955 
5068 
5187 
5313 
5444 
5583 
5729 
5881 
6039 
6205 
6364 
6507 
6635 
6740 
6842 
6938 
7035 
7147 
7250 



(3) 



New Form. 



'2994 



•4098 



•5158 



6136 



7 per cent. 



(2) 
or /Si 



2544 
2613 
2687 
2770 
2864 
2968 
3083 
3202 
3324 
3451 
3584 
3723 
3867 
4012 
4151 
4280 
4392 
4503 

4617 
4739 
4866 
5001 
5145 
5297 
5456 
5623 
5800 
5969 
6122 
6259 
6370 
6479 
6581 
6685 
6805 
6917 



Note. — The following are the Constants occurring in the above formulae : — 

d^ = -0291. 

4 = -0476. 

dg = -0566. 

dj = -0654. 
The Variables may be found as follows : — 

p, in Table 1, page 51, for Office Annual Premiums. 

(ir,) in the following Table, Art. 26, page 16. 
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Art. 26. 
Table of the Value of tr,, the Annual Premium (due), to assure 
jglOO (or Sinking Fund due to accumulate ^100) by the end of 
the year of death of a Person aged x, at 5 per cent, interest, 
Carlisle Law, Net, 



X 




Wjr 




X 


«r. 




£. 


«. 


d. 




£. 


s. d. 


20 




3 


9 


51 


3 


6 11 


21 




4 


5 


52 


3 


9 5 


22 




5 


1 


53 


3 


13 


23 




5 


10 


54 


3 


16 11 


24 




6 


8 


55 


4 


1 1 


25 




7 


6 


56 


4 


5 7 


26 




8 


4 


57 


4 


10 6 


27 




9 


3 


58 


4 


15 9 


28 




10 


3 


59 


5 


10 


29 




11 


2 


60 


5 


6 


30 




12 





61 


5 


10 8 


31 




12 


10 


62 


5 


15 7 


32 




13 


9 


63 


6 


1 


33 




14 


9 


64 


6 


6 9 


34 




15 


10 


65 


6 


13 I 


35 




17 





^Q 


«* 
/ 


1 


36 




18 


3 


67 


7 


8 1 


37 




19 


6 


68 


7 


16 8 


: 38 


2 





11 


69 


8 


6 7 


39 


2 


2 


4 


70 


8 


17 8 


40 


2 


3 


9 


71 


9 


10 1 


41 


2 


5 


2 


72 


10 


2 10 


42 


2 


6 


7 


73 


10 


15 7 


43 


2 


8 


1 


74 


11 


7 11 


44 


2 


9 


8 


75 


11 


18 9 


45 


2 


11 


10 


76 


12 


10 1 


46 


2 


13 


2 


77 


13 


1 4 


47 


2 


15 


2 


78 


13 


13 8 


48 


2 


17 


5 


79 


14 


8 8 


49 


2 


19 


11 


80 


15 


4 


50 


3 


2 


9 









Note. — [The Equivalents of », are — 
1 & 1 1 



▼• = 



= -L -rf. 



(See Appendix, page 4, * Treatise on Copyholds.') 
Hence ir at other rates of interest than 5 per cent, can be readily calculated 
from a Life Annuity, or an S^ Table.] 
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27. — In note at page 13 we have mentioned that the value of a 
Life Annuity due of ^1 is where the Policy assured is sup- 

posed effected to extent of this value. It sometimes happens, how- 
ever, that the seller has already a Policy for the whole or part of 
the amount required in his possession, say for P, taken out n years 
ago, at a premium of jp,_, per pound, which he is prepared to dis- 
pose of at the same time. In such case, the saleahle value of the 
Life Interest is increased, since the necessary insurance will cost 
less a year through the premium on the whole, or part of it, heing 
less. In fact, it is equivalent to his having for sale an additional 
annuity of 

which gives to the price an additional value of 

P»-\- d 
which is in fact the Value of the Policy, calculated by Office Pre- 
miums. (See " Valuation of Policies," in the Appendix on the In- 
vestigation of the affairs of a Company, etc.) 

Of Contingent Reversionary Life Interests. 

28. — In the preceding Articles relating to the sale of a Reversion, 
it has been supposed to be a sum of money ; if, however, it be a 
Reversionary Life Interest, /, of a Life, a?, after death of another, y, 
should X survive, then the usual theoretical value would be 

/(fl, — a,.y), 
supposing X to receive the * whole year's annuity / at the end of 
the year in which y dies. This value, putting a. (Greek letter alpha) 
for 1 -f (i»9 is 

= ^ (a« — ««.y)> 
which may be put under the form of 

"'^- d 

I 

or 



--di^A^-" -""'■"'"}• 



* By the Apportionment Act (4 & 5 Wm. IV. c. 22), this would not be the 
case in practice, as that statute directs that a life in possession shall receive a 
proportion of* any rent, annuity, pension, dividend, modus, composition, or other 
payment," for the period elapsed between the last day of payment and the death, 
— unless (here be {by sect, 3) an express stiptilaiion to the contrary. 

c 
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29. — ^If for TT. the Office Premium, p^, be substitnted, and iSf,.,, d, 
and a.., be taken at a high rate of interest, Yaiying from 6 to 8 per 
cent., then the result would be the net Cash Value, Rt, of the re- 
versionary interest, after the deduction made for necessaiy assurance 
on the life x for the whole duration thereof, or 

^* = 'rfT7,{^-'""^'-"-'} • • • ^^^ 

a,.y is taken at 3 or 4 per cent, if a single premium is to 'be paid 
for the assurance. 

30. — ^This result may be deduced by direct reasoning, and its pro- 
priety shown, thus : — 

Lei P = amount of Assurance Policy on life x, required to cover 
Ri, with accumulations of interest thereon till the end of the 
year in which occurs the death of the first of the two lives x 
and y, and also to cover accumulation of dnnual premium^ 
Ppjf, with interest, until same event. 

Now —-^ = accumulated amount ofRi, 

P V 

and — ^ = accumulated amount of Pp,, 

P=^-|-^. (2) 

31. — Now since accumulations are only taken to the end of the 
year of the first death, and the Policy P is not recriyable till x is 
dead, / must, in case of x surviving y, be sufRcieut to cover Pd and 
Ppx the annual Office Premium still payable till x dies ; and, by hy- 
pothesis, if X survive, he comes into receipt of one / at the end of 
the year in which y dies. 

.-. I=:Pd-hPp:c 

P — t^\ 

d+p, ^^ 

and Ri = < <S^,.y —p, • «,„ > from (2) 

a + px I J 

as before. 

32. — If a present Life Annuity is to be given to x, payable while 
X and y are jointly alive, in exchange for his contingent Reversionary- 
Interest, then, as Sg and a,., may be at the same rate of interest. 

Present Annuity = — - — (7r^.y—px) . . . (4) 
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APPENDIX 



ON 



INVESTIGATIONS 



INTO THE 



AFFAIES OF A COMPANY 



FOR 



AMALGAMATION OR BONUS DIVISIONS. 



Section 1. 

« 

A% to Valuations of the Policies and Liabilities of Assurance 

Societies. 

Art. 1. — Let F^,, = Value of a Policy of Assurance of £\ at 

age x, after n years; supjfiosing net 

annual premium (tt,) only to be payable, 

V':p^^=z Value of the same Policy, where Office 

Premium {p^) is considered. 

Then, at the time when the Policy is eflPected, if no premiums had to 

be paid, V^ would coincide with <S„* but as there is a contract to 

pay a premium, px» 

2. — If there were no margin or loading on the premiums, that is, if 

i>* = w-, 

then at starting F, = 
since S^'^^ itx » a,. 

 ^— ay^W^^  I   ^— ^^— ^1—i^i^i I Ill  ^ w ^ wi .^i*   - ^ ^1 .1 I I «    I !■ I M ■■!   

* See definition of S, at note to page 5. 



r 
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3. — As in practice, however, the Office charges a higher rate than 
vg, via. i»* = 0* + I) IT, 

then V^g 7^ ^ fi , nx , Ox . . . . (1) 

that is to say, at the beginning the contract is in favour of the So- 
ciety to the extent of 

fi . itg , a, or fi , 8g . • . , (2) 
which is the present value of the margin (or loading for Office ex- 
penses and contingencies, and for divisions of profit) added on to the 
net premium n,. 

It may be mentioned, however, that ft is rarely a constant at all 
ages. 

4. — ^When n years have elapsed, supposing premium just due, 

^*.«=±{'S' + «-/>, .a,4-.} . . . (3) 

(which is the form ordinarily used in Valuations), or 

= ± (t* + i»— />*) ag + ^ . . . (4) 

5. — Until age (a? + A:), where 

the present value of the contract is still in favour of the Society, or 
F^M^n is negative. 

• 
6. — ^After n exceeds A:, F',^, becomes positive, and the Policy has 
a saleable or Surrender Value in favour of the Assurer, and that is 
the sense in which the Value of a Policy is generally understood. 
It is the excess of the accumulation of the premiums paid, with in- 
terest, over the proportion of Losses estimated (according to the 
Law of Mortality assumed) as likely to have been experienced each 
year. Thus, young policies have no surrender value, if the terms of 
the contract be adhered to. 

7. — If, however, it be understood that, from the commencement, 
a surrender value is to be allowed at any time, the Assurer would 
have to be credited with this fact, and the formula (4), for surrender 
purposes, would be changed into 

(jpT + n^Px) a» + n (5) 

which is always positive, and not an exaggerated surrender value of 
a Policy, as it is the present value of the diflPerence between the in- 
creased premium the Assurer would have to pay at his present age 
for his policy, and that which he is paying. 



i 
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8. — A deduction is sometimes made in fixing prices for Surrender, 
to cover the circumstance that, as a general rule, when lives with- 
draw from a Society, it is probable they are good, and that the So- 
ciety, having some invalid ones left, is injured by the self-selection 
of the Assured. 

4. 

9. — We give a new form of great simplicity for the valuation of 
the PoHcies at an investigation of the affairs of a Society, 

^*,.= ±{l-(^ + i>*)«* + »} . . . (6) 
requiring only a Table of Life Annuities. 

This equation shows that on a Policy of ^1, all that the Society 
gains, by the death of the Life not occurring, is an annuity of (c?+j»*). 

Hence, if the Assurer were to apply a sum of money, such as a 
Bonus, to make his Policy payable to himself at a future age or in 
case of previous death, it must be sufficient to provide for the So- 
ciety a deferred annuity of (d -f jp,). (See Art. 39.) 

10.— Again, 

^'..»=±{i-o+i>.-«j-a-'^.+»)} . . .(7) 

where a^ = — - 

d 

= value of a perpetuity due of ^1. 

This form requires only a Table of Reversions (see page 14). 

11, — Again, 

depending only on a Table ofir^i or Net Premiums, of which we have 
given the reciprocals in the Preliminary Remarks. 

12. — Where the Valuation of Policies is by net premium, tt, in- 
stead of Office, p, then 

^«.» =^1 ...... (y) 



a. 



(depending only on a Table of Annuities Due), or 

in terms of Reversions, S. 

1 3. — ^The form in equation (8) can be reasoned out thus : — Since^ 
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at end of ti years, the Assured has paid up F,^., the interest on this, 
added to the premium he pays, or 

must be sufficient to insure the remainder of the Policy (1 — F«,«)» 
at present age, or 

r*.. .«? + »r, = ir,^.(l-r,.,) . . . (11) 

whence F... = ^'-^""-'? 

as before. . 

14.— Hence, if the policy be re-valued at end of a further period 
of k years, we must hare 

r,.r+v=r,,. + rrrir.A{i-r,..) . ^. (xibis) 

15. — If Fg^t, be compared with wg^ or the question be, what mtm- 
her^ J7,,., of past net premiums upon a sum assured at age ar, the 
Society should have in hand at a Valuation, we have 






• aoD • • • * ('^/ 



Sg 
a„ being the value of a perpetuity due, 

H,^^ is therefore the actual amount for every ^1 a year of net 
premium paid, for which the Assurer is creditor on the Society. See 
Table in Preliminary Remarks. 

1 6. — In terms of annuities due 

g,.. = ?'~°-^' (13) 

1 — a ,ag 

17. — In like manner, at the next Valuation, k years after, there 
would be fr,,7+T ill hand, and a comparison with the previous 
Valuation would show that in the interval there should be an in- 
crease of the net premiums in hand 

This increase includes allowance for interest on the last ^«,«, and on 
the net premiums paid in the interval, deduction being made for the 
mortaUty experienced. 

18. — If a Policy has been valued on the principle of. net pre- 
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miums, or Tables of such values are at hand, and if fi be known, 
then F',^, can be deduced from F,^, as follows : 

^...= ^...-M(5.+ .-r,..) . . • (15) 

19. — Simple formulae for net premiums may be * devised in func- 
tions of D and N symbols : 

' V =1 — ^»+* * ^ ri fi^ 

20. — ^The preceding formulae can be adapted for the case of Joint 
Life and Survivorship Policies by introducing the corresponding 
Values of S and a. 

21. — For Joint Life Policies payable at the death of the first, 

^'^T;»=l-(^+i'..v) -"^nr.F+u . . (17) 
which is probably the most convenient form, as requiring only a 

table of Joint Life Annuities, 

22. — If the Policy be one of Survivorship Assurance, payable if a 
Life, Xy die before another, y, 

'^TTy'.* ^^ \'^^^\^,TTn — Px,y) **«+!»■, R^T . (18) 

(1) (1) (I) 

a 

23. — If tables of 7r,,y be not at hand, F'^ttf,* ^^^ ^® deduced from 

(1)^ (1) 

the Office rates for survivorship assurance j?;,.,, if its loading or mar- 

(1) 
gin be known or ascertainable, for 



r — = 



f '(I)*''' * —Px.y] °» + ».y+» • (19) 

^ U+1 ^''^ ^ 



which only requires a Joint Life Annuity Table. 

The discussion 'of the formulae for other kinds of assurance or 
endowment would be too long for our space, but the preceding re- 
marks vnll suggest the necessary forms to be adopted. 

*\^N, is the sum of money which will buy at birth, for each of the survivors 
I, of lo persons then bom, a deferred annuity of £\ a year, beginning at age x. 
This Ns corresponds to David Jones's A'',_i 

Mj, is the sum necessary to provide an assurance of £1 to each person dying 
after age x» 

D» is the sum at birth necessary to provide an endowment of £1 to the sur- 
vivors at age x^ or it will provide annuities dvLe of d (interest) and assurance at 
death of £1. 

2>,= iJ/,4- d . ^',.] 
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24. — ne wkoie or kai/o/a year's Prewdum mmdd kate to be 
added ia all ike preceding forwmldt^ if the prewuam had just been 
paid, or were not due for nx montk$» 

25. — If, on Surrender of a Policj, its liiU Talne be allowed in the 
form of hfree reeereionary poUey, /"«. « » then 

/",,.= I - -^S^ (20) 

«'# + • 

firom Article 4. 

26. — F',,. is important, as it measures that portion of a Policj 
which an Assurer who has survived n years since he effected it, has 
already paid up or realized, after deducting an allowance for the risk 
incurred by the Office in the same period. 

27. — Each year's payment adds to the amount so paid up on the 
Policy, until the commencement of the last year of life^ when the 

corresponding value of w, + ^ would be . or ry and, before he 

pays the last premium, 

r, = 1 — jp, (1 + . . . . (from 20) 
When it b paid, F', becomes £1. 

28. — The progress of a Free Policy in A years, in passing from 
age x + a to x -j- n + k, after enjoyment of assurance for those 
years is 

F',,m-F'„u^p,\— ? 1. (21) 

29. — ^These formulae suggest how much a Policy should be re- 
duced, if an Assurer desire to omit altogether the payment, say, of 
his iTn*** premium, and the risk of the Office be suspended for that 
year. Let 5,+ , be the premium for an insurance of ^61 for cue 

year at age x -\- n. Then the Redaction in Policy should be 

II 






r.^, + , + 1 i| 

P» -'Sf,+ . 
= ^3 ^.(F^TlTi) . . (22) 
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30. — If the omission take place at an age inrhen tr^ + n cl^^s not 
differ very much from p^, the first fraction may be neglected, which 
would give the 

Reduction =^7+7.i (see Art. 25), 

which is the amount of a net Free Policy corresponding to a new 
Policy taken out at age (x + n) and dropped at end of one year. 
In fact, this value would be in favour of the Company as soon as 
^* + » exceeds 1?^ and might with safety be used. 
In the above, 

F7T^,, = {\^-^^^L±jL.. = (l^JPl±^). . . (23) 

if the margin on the premiums be constant ; so that the value of 
F^qr;.! can be calculated from the Society's office tables. 

31. — ^Even where the Policy is not suspended as in preceding 
Article, a practical method is nevertheless afforded by formula (22) 
to provide for cases where Assured is not able to pay a premium. 
The reduction might be permanent or temporary, or the original 
amount assured might be reinstated afterwards on payment of the 
omitted premium, vnth interest. 

32. — Again, since F,^^ is Free PoUcy Assurer gets by past pay- 
ments for a life Policy of ^61, 1 — Fg.,^ is what he loses in amount 
assured by dropping his Policy. 

If he take out a Policy for that amount at present age a + n and 
dropped it at age a? -f- « + ^, then 

(i-/r*^,*).(i-^.,0 

is what he would lose in amount assured by dropping his new 
Policy. 

This is equal of course to what he would lose in amount assured 
by dropping a Life Policy of ^1, effected at age x, at the end of a 
term of (n -f k) years, or 

(1 - F,..) . (1 - F7+7.k) = 1 - F:,,m . . . (24) 
33. — ^This example shows 

-»*,«+ 1 ^^ -^af.n • J^ t + n.l -^ tt + n 1 • ■**,ii 

or the progress of a Free Policy in passing from age (a? + n) to 
(a? + n + 1). The same relation holds of F,^^. 

34. — In one or two offices that have been recently established, a 
privilege is held forth, by way of attraction to the public, that any 

D 
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Asturer, desirous to discontinue his policy , will be allowed a free Me- 
versUmary Policy equal to the amount of the Premiums he has paid. 
This is unsafe for the Office, until 

Fg.n = or > s .pjt 

or 1 — ^ — = or > s . o, 

«■#+• 

or p7* — ir,+i = or > n 

or until the amount, that was assured for £1 a year of the original 
office premium, exceeds hj Mn the number of pounds that ^1 a year 
of net premium would assure at the present age. 

When the margin of the Office premium p, over the net sr, is 
known, such that 

P = 0* -f 1) IT 

the safety of the privilege can be tested, on a policy of n years* 
standing, by seeing whether 

Qi + l) 1 

^^- ' — — = or < n 

i^-r+« P» 
(See Table of Reciprocals of ir, given in the Preliminary Remarks.) 



Section II. 

As to Divisions of Profit and Allotments of Bonus, 

In the Preliminary Remarks, we have briefly pointed out the pro- 
per mode of measuring the Liabilities and Assets of an Assurance 
Company y and we will now consider the Allotment of Bonuses. 

As to Allotment of Bonus. 

35. — ^Actuaries are not agreed as to the proper principle for ap- 
portioning among the Policies the Profit declared in the Balance 
Sheet as available for division ; and various methods are practised, 
which, although perhaps admitted as objectionable, are continued at 
subsequent divisions, on account of the almost insuperable difficulty 
of making any alteration without disturbing the vested rights of the 
Assurers, many of whom in such Societies anticipate in future Bo- 
nuses a compensation for any error in the principles of allotment in 
the past. 

I. At the epoch of a First Division, one mode of allotment 
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adopted is to form a Unit, equal to the sum of the net values, F,,, 
of the Policies. For subsequent Divisions the Unit being made 
equal to the progi'ess of the value of the Policy in the period ; that 
is to say, if w -h A: be the number of years the Policy has been in 
force, of which h is the number elapsed since the last Division, the 
Unit would be 

in which the Amount of the Policy is taken as including the Bonus 
declared at previous Divisions. 

This plan has the recommendation of crediting the Assurer with the whole 
amount of the accumulation of the premiums he has paid, with interest, deducting 
the proportion to defray the losses by death, and the margin for expenses and 
profits. 

Those who advocate this method, make their valuations by net premiums, and 
argue that the principle adopted in dividing profits should not be different 
from that which would be fair if the Office were going to wind up or pay off its 
members. 

The argument is that, as the office margin on the net premiums is contributed 
for expenses and contingencies, any unabsorbed portion of it goes to make profits, 
and as Vg^J^ is all that the Policy-holder is actually creditor on the Society in 
respect of his past payments, the surplus should be divided in proportion to F«,m* 

II. Another plan, which is advertised in the Prospectus of a 
Scotch Office, is thus stated : — 

" The amount of Premiums received under each Policy, with ac- 
cumulated interest to the time of Valuation, requires to be ascer- 
tained, and the difference between these and the values of the corre- 
sponding Policies constitutes, of course, the profit arising from each 
insurance, 

" Then the total available Profit being divided in proportion to 
these various tabular profits or differences from Policies, the quotients 
give the share of present profit falling to be allotted to each^ 

This process is equivalent to taking as a Unit 

where A^ = amount by the end of n years of an Annuity due of ^1 . 

In this it is overlooked that no pxA^ can exist in the Society's 
hands on any Policy, as each year a portion of the jj's, paid by the 
members who survive, has been used to pay the Claims of those who 
have died. 

Indeed, F,^» itself would be exactly equal to itx* A^, were it not 
for the annual losses on the policies ; and this method of allotting 
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Bonus in proportion to the differenee is, in fact> to proportion it to 
the Losses of the Soeietj. 

III. Another plan» adopted by many of the leading Offices in Eng- 
land and Scotland, is, to allot the Surplus funds aiaumg the policy^ 
holders in the form of a Reversionary Bonus, at an equal rate per 
cent, per annum on the sums assured, according to the whole duration 
of the assurances at the time of the allotment, without reference to 
the ages of the parties. 

But the actual present values of such Reversionary Bonuses (which 
are payable only when death occurs) vary in reality with the ages 
of the assured, and are proportioned to the values of S for each life 
at the time of the valuation, i.e. to the present value of a Reversion 
of ^1 at their respective ages. Thus an equal Reversionary Bonus 
of £2 per rent, per annum on policies of 5 years' standing, or ^10 
in all, is, at 3 per cent, discount, only worth in present money J£4 
at age 30, whereas it is equivalent to £6, I3s. if the present age 
be 60. 

If G = whole Profit available for Division, the allotment will be 
correct under this plan if made in proportion to the present values of 
the risks, so as to give per ^1 assured an equal Unit of Reversionary 
Bonus, b, for every year of standing. The share, B, of each policy, 
P, would be worth in present value 

B ^ n . o , P, Sg + „ 
G 
^^^^^ * = 2(n.P.5, + .) • • • ^^) 

IV. Another method in use is to allot the surplus profits on the 
plan of III., but in proportion to the number, only, of years'^ dura- 
tion of each Policy since the last Division, and to the amount as- 
sured, including the previous bonuses. 

y. A fifth method of allotment is in proportion to the amount 
paid in premiums, without interest, since the commencement of the 
Policy ; treating each premium, p, or the margin of percentage there- 
on, as having given rise to the profits. 

This plan has the advantage of simplicity of calculation, and 
consists in apportioning the profits according to the fructification 
which each premium paid by the Assured has experienced. Thus, 
a Policy, upon which ten premiums have been paid, would be consi- 
dered as entitled to ten Units of Bonus on the first year's premium, 
nine on the second, and so on, down to one on the last, or, in other 
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words, to fifty-fire Units on the Policy. The present value of the 

share would be 

^ n (n -h 1) , 

where b = 



(2) 



This is equivalent to an application of the Bonus in the nature of 
simple interest on the premiums^ and does not seem objectionable on 
the score of unfairness. 

VI. Where the valuation is by Office premiums, and F, ,, has not 
been calculated, another mode is to adopt as a Unit the accumu- 
lated amount of the premiums with interest, without deductions for 
losses ; i,e,, p, . J^ at first division, and px (-^JT+l -^ ^») at sub- 
sequent divisions. 

As to the Application of the Bonus. 

36. — ^The share of each Policy in the divisible profits, Cr, of a 
Society at the time of a Valuation represents an immediate Bonus, B, 
although, if the assured elect to take this Bonus in cash* a deduction 
is sometimes made to compensate the Society for the perhaps unde- 
sirable withdrawal of the amount from its funds. 

The immediate Bonus, B, is convertible, by dividing by Sg^ (if the 
age at the time of the allotment be x^) into an equivalent fixed Re- 
versionary Bonus, payable at death, or, dividing by a,j or <^j_ , it is 

applicable to a fixed annual reduction in the premium, either per- 
manently for the whole of life, or until the next epoch for Division 
of Profits. 

If B be converted, as suggested in the Preliminary Remarks, into 
an increasing Reversionary Bonus or an increasing annual Reduction 
of premiums, — that is to say, one that is greater for each year the 
assured lives after the date of the division, — then B would have to be 
divided by* S'xj. in the one case, and by a'x^ in the other, so that the 

* \_Sfa being single premium for an increasing assurance which is £\ if death 
occur in the first year, £2 if in second, or £n if in nth year, 

o, 2 Ma 

and if i/« be corresponding annual premium, then 
The uniform payment of i/« annually is equivalent to an increasing one of 



30 DIVISION OF PROFIT8 

rate of increasing Reversioiiarj Bonns, 6» wonld be = -xr t and if the 

assured die in the nth jear after aUotment, his representatives would 

receive (a . 6) in return for this shsie in profits, JB. In like nuinner, 

the rate of increasing reduction of premium. 

B 
P^-J- (3) 

or the reduction in the nth payment after the allotment in return for 
this particular share of the profits. B, would be a p. 

37. — If repeated allotments be applied in Increasing reduction of 
the premium, the total extinction of the payment would ensue at an 
earlier date than in the case of an Invariable annual reduction. 

Now the Assurer can be permitted to select either — 

I®. That the reductions should tend to the extinction of the an- 
nual payment at a given age ; or, 

2®, be left to ascend as the Assurer continues to live, in which 
case he may live to cease to pay any premium himself, and enter 
upon the receipt of an increasing annuity. 

At regtrdf the first, if n be the number of years' internal (asntUy five or seven) { 

at which the allotments are made, and (xi + gn) be the given age at which the 
extinction is desired to take place, then the amount of each successive redaction 
in return for the successive Bonuses Bj, Bj . . . . allotted, will ascend up to the 
ffnih year, and then remain constant ; so that if Bi be the Bonus, p' the corre- 
sponding reduction, 

5|-/[«''. +y»-'^ •'*••'. +^t (<> 

In like manner 

and it will depend upon the amount and number of j^'s as to whether his pre- 
mium will be extinguished at age (jpi + ^ n) or not. 

S,iS,+i, 8,+^, » . . each year, and S^, is the value of such irregularly increasing 
Annuity Sf, SM + itS, + ^ , » , , 

If €^,f the value of an increasing annuity due, be tabulated from its value 

—jT—, SO that the annuity be JSl at starting, £2 the second year £n 

the nth year, then 

y,=ar-rf.a', (1) 

or, in another form, taking away the denominator D, 

-ZMs^Ns-d-ZN, (2)] 
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38. — If a Bonus^ Bi^ be allowed at age at^, and the Assured desire 
to apply it so that at some future unknown age, Xi + y> the pay- 
ment of his annual premiums, p^, may cease> we have 

^i — P* •— 7) — 
S D 

whence N,^+^:=Z'-^ — ^ (6) 

Px 

which gives y by comparing this result with a Table of N. Simi- 
larly, the next Bonus will bring the age y earlier. 

39. — If the Bonus be applied to make not only the *payment of 
the premiums cease, but the amount assured itself become payable 
to the Assurer at age j? + ^ or in case of previous death, B must 
suffice to meet the deferred Annuity (d + Pr), or the annual interest 
on the amount assured as well as the premium. 



'Xi 



whence ^x^+.^ = fi\ 1' • • • • (") 

and 2i can at once be determined by simple inspection of a Table of 
N (see Article 9). 

40. — In like manner, a second Bonus, £,, allotted at age ^3, would be applied 
to bring the result out at an earlier age» j?2 '*' ^2* ^ban x^ + z^ and B^ must be 
sufficient to buy a temporary deferred Annuity due o{ d + p^t deferred till age 
j?2 + z^, and lasting till age {xi + Zi—l) inclusive. 

B2 = {a +p,) -^ 

in which z^ is the only unknown quantity, since from (7) 

whence r^. 

The reader will notice that Bi . -~ i$ the amount of the previous BonuSf tm- 

proved to the next divitiont allowing for the probability of the life surviving till 
that time. 



* IThe Problem in this article has been investigated in two Papers, published 
in the Sixth Volume qf the * Assurance Magazine* (pp. 290 and 344) ; but the 
writer has used for his purpose an unnecessarily lengthy method.'] 
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4L— SimUwly, the third Bonus, B,, allotted at age r^ would bring out the 
age of realization, «| -»- z,, of the policy, from 

and 10 for tocceMive Bonoies. It is to be remarked that these equationa are 
independent of the previous jf*s. 

42. — If in previous formulae tl^e Bonuses be assumed of equal amount, J3, and 
annual, commencing at age x of Assurance, and continuing up to the year before 
the age at which the Policy is receiTable, we have 

d + Pm 



N,^,^B, - 



d+p, 

B.N, 

B + {d + ps) 



(10) 



43. — By putting v« torpt in the preceding equation, we have the age, jr + r, 
at which an Assurer can make his Policy payable to himself if he live or in case 
of previous death, provided he pay in addition to the ordinary net premium, 
v#, any given annual margin, B, 

44. — Conversely, if jr + z be a given age, (10) gives the extent of the margin, 
Bt over v«, to buy an Endowment Anurance^ or 

N, + u{d + -wm) , . 

^" A;-iNr,+. (1^) 

45. — ^This last equation agrees with ordinary formulsB for an Endowment As* 
Bwrance, fSor the total annual payment the Assurer makes is 

N,+ g,d + N,,w, 



N,^N, + , 



(12) 



.- - , Mg — Mf^g + DM + g 
or, if preferred, = - — ^^ _ j^ ^ • • • • (13) 

See note to p. 23. 

The reader will observe that the M portion qf the fraction represenie the Death 
part of the Premium and the D the Endowment part. 
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Section III. 

As to Guaranteed Bonuses, 

46. — If the plan, adopted by an Assurance Society, be to charge 
in addition to px (tbe Office Premium for simple assurance without 
profits), such a further margin over the net mathematical rate w^j as 
would enable it to guarantee a certain Reversionary Bonus payable 
at d^ath : — Then the proper addition to pg would be found as fol- 
lows, — Supposing all expenses and other contingencies of the Society 
to be provided for by the margin already in p, over tt,, and by a 
higher rate of interest being realized than is allowed in the calcula- 
tion ; also, by the lapsing of policies, etc. : — 

I. Let the guaranteed Bonus be t per £ of the sum assured, for 
each year of standing of Policy, so that the Assured shall receive 
1 + n^ at death if it occur in the wth year : — then if x» = annual 
premium for an assurance of ^1 and such an increasing Bonus, a 
^portion = ^ . 9r'a> is paid as a premium to assure n ,t \i death occur 
in nth year, and the remainder 

Xx — t , TTx = px 

Xx^Px-h t ,7r'x' . , (1) 

Similarly single Xx = /^t + 1 .Sx-^-t.S'x » (2) 

if i>» = 0* -h l)7r. 

Example : If ^ = '02, or the Bonus be 2 per cent, per annum 
of the sum assured (an amount not unfrequently allotted), then 

Xx^Px^ •02.ir';r 

(/li-f \)Mx-\' '02 2Mx 



or 



N. 



II. Let the guaranteed Reversionary Bonus be a return of t per 
pound of all the annual premiums, </>,, paid after n years (n being 

equal to the time in which the Assured will have paid in ^1 in pre- 
miums). The Bonus will thus be ^.</>, if death occur in the 

• " t 

n -H 1th year ; 2 ^ . </>,if in the n + 2th year, etc. 

t 

Now the margin over^,, or (<!>,— p,), must = the annual premium 

for a deferred assurance oi t ,4>» &^ ^^^ ^^^ o^ ^ years, 2 . ^ ^, at end 

t t 

of w + 1 years, etc. : — 

* See note to Art. 36, for a definition of v',. 



 \ 
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9m ^ Ps — f'9M' — jf — • 

ill. If the Bonus Iq II. commence at once^ we must put 7t = 0, 
aud <f>, becomes 



2M, . . . (4X 

= r:r7r.'. .... (5) 

IV. If the Bonus be a return of all the premiums^ ^ = 1, 

*'=i"=V, .... (6) 

47. — If the Guaranteed Bonus be an increasinff Reduction of 
Premium, commencing at the end of n years, yarious modes of cal- 
culation may be adopted, according to the extent of the Reduction 
intended. A simple case is that where the Assurer is to receive, as 
in Table 16, page 160, an annual increasing reduction equal to the 
interest at some^ven rate on all the premiums he has paid, and 
after the premium is extinguished, an increasing Deferred Annuity. 

Here we have only to assume that in calculating the premium, ssyp,, 

1 
the Assurer is credited with no interest, so that he may receive it 

annually during his life : — 



Pf = {f)ii = 



0) 
1 



where e, is the expectation of life at age x. 

48. — Conversely, if the excess of the Bonus office rate over the 
non-profit rate be a known quantity, say /ij . tt,, then, in considera- 
tion of the Assurer at age x paying ^i . jr, a year more than is neces- 
sary for a simple assurance of £1, an increasing yearly bonus, com- 
mencing at an agreed age, x^, might be guaranteed, on the plan 
suggested in the Preliminary Remarks, which (in the case of the 
death occurring, say in the nth year after Ji) would be, — 
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RA 



m' 



 (7) 



since ^'' is the annual premium for an increasing assurance, ef- 

fected at age ^r, but not to commence till age Xi, This result is 

- ^' f^\ 

-'"''^M,^ • • • ^^^ 

49. — If instead of the increasing rate of annual Bonus, as in the 
preceding Article, /nj tt^- had been applied to obtain a fixed Bonus or 
increase to the Policy, it would have been /*, pounds. 



Section IV. 

As to Average Ages, and the Limit of Assurance Risk to be kept hy 

a Society, 

50. — The considerations of Moral and Mathematical Expectation 
given in a previous Appendix, show that it is disadvantageous to an 
Assurance Society to grant Policies of the same amount to Assurers 
of different ages, or of different amounts where the ages are the 
same. 

I. As to the average ag% of Policies. — In valuing Policies, various 
arrangements are usually made for classifying them according to 
what are intended to be ' average * ages, so as to diminish the labour 
of calculation. The 'average age' of two or more lives is that 
which would give to the Society the same results, in respect to risk, 
average duration of live, and the general contingencies of existence, 
on one Policy for the whole amount assured, as attend the aggre- 
gate of the Policies on separate lives. Hence, by way of example, 
even in the extreme case of only two policies being considered, of 
different amounts, P^, Pg, at ages, say 30 and 60, it would not be 
correct to say that they are equivalent to one of P^ + P^ at age 45, 
nor that the average age is 45, even when P^'=^P^*, for the Expec- 
tation of a Risk (whichever way it be considered, whether by present 
value, or with regard to ultimate payment at death, or in respect 
to the current risk each year) is not the same on a policy at the 
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mean age for the sum of the two amounts assured, as on the two 
separate Policies. In other words, the Average age will not lie 
midway between two ages, or be equal to the mean age. 

5 1 . — ^There is no method that can be applied practically which 
would give an age truly representing^ even in respect to Mathema- 
tical expectation, an equivalent for the ages of the lives in the sepa- 
rate Policies. When relative or Moral expectation in respect to 
Policies is considered, the average age of policies on lives of the same 
age, but for different amounts, is no longer that age : — for instance, 
suppose three policies, for ^100, ^200, and ^1000, on lives aged 
30 ; the moral expectation attending such Policies is not equal to 
that of one Policy for £1300 at the same age. 

II. Aa to Limit of Assurance Risk to be kept by a Society. — This 
leads on to the remark that, in order that the Moral expectation of 
the cuiTent risks of a Society at the various ages may not be greatly 
unequal while it is young, or when, from that or other causes, it has not 
a sufficient number of lives of about the same ages to form an Average, 
then the Limit of Assurance kept at each age should be diminished 
as the age is greater. Thus if ^3,000 be the amount of policy granted 
on a life aged 30, not more than ^1,677 should be granted on a life 
aged 60, otherwise the Society would experience JtforaZ disadvantage; 
for it is obvious that although, from the Premiums being larger in Po- 
licies on advanced ages, the value of the Mathematical expectation of 
the total ultimate payments received by a Company from an assurance 
on an old life may be equal to that from a corresponding assurance 
on a younger and consequently longer enduring life, yet the Moral 
expectations of the immediate risks for any current period can only 
be rendered equal to each other, or nearly so, by a large average of 
about the same age, or by some system of graduation of the amount 
assured, so as to tally with the increase of immediate risk attending 
the fact of the ages being older. There is no means, indeed, of 
fixing the amounts, so that the proportion of the increase of the 
Moral expectations of the risks attending the policies in the office as 
they advance in age shall year by year remain the same. This, as 
the Office gets older or obtains a larger business, is, however, un- 
important, the object being to avoid Aberration and consequent loss 
that may arise from want of an average number of lives of about 
the same ages. In selecting a decreasing limit of assurance, various 
ratios will present relative degrees of argument in their favour, but 



LIMITS OF RISK. 37 

the one we rather incline to is: — That the relative amounts as- 
sured at various ages should be proportional to the corresponding 
values of a^e, which represent the equivalent of the number of pre- 
miums the Society is likely to receiye on each Policy : always sup- 
posing (as may, in general, safely be done) that the premiums them- 
selves are properly calculated to correspond to the ages of the lives 
assured. This rattio would give a sufficiently accurate adjustment to 
equalize the moral expectation that the lives will last long enough 
to pay a sufficient number of premiums to prevent the Society from 
losing by them. Thus, as we have said before, if at age 30 the 
limit of the Society's assurance is fixed at £3,000, at 40 it should 
be only 

3,000 040 



^30 

at age 60 it would be 

3,000 Geo 

See the table at p, 7. 



= £2,648 



= £1,677 



52. — Although we recommend this peculiar ratio, our readers can, 
by the aid of the method in the Appendix on Probabilities (Art. 13), 
deduce a series of values of the mo^l expectation, to be used as 
limits of Assurance at each age, which should correspond to the 
values of (1 — i?), or the chance of dying that each life has, in the 
period for which the equalization of the moral expectation is desired. 
For instance, if 5 years were the time, then, at age 30 (1 — p) or 
the chance of death would be -^^^ or y^ nearly, and at age 60 it 
would be 1^^ or ^y^, and the mathematical expectation of the older 
policy becoming a claim on the Society is as 17 to 5 against the 
younger policy; but there would still be (according to Art. 14, 
Appendix on Probabilities) a moral disadvantage to the Society in 
granting these Policies of equal amount, where the risks for the 
period are so disproportioned, even if the premiums charged were 
according to these ratios. 

To make the calculation with accuracy, it would of course be ne- 
cessary to take the chance of^he death for each of the years of the 
period, since the policies are payable within three months after 
death, whenever it may occur. 
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APPENDIX 



our 



THE TRUE LAW OF SICKNESS 



IN 



FRIENDLY SOCIETIES. 



1. — Let, as stated in Art. 101 p. 107» c be the constant minimum 
rate per annum, at all ages, of Sickness, defined as Inability to Labour, 
to which human beings are subject, on the average of a large number 
of lives, and which depends upon their Race, the Climate of their 
habitations, etc. ; ^ 

cg, the rate experienced on the average at age x ; 
and • Ex = or^r — c 

or the quantity that a-g exceeds c. 

Then, we have found that the True Law of Inability to labour, 
through Sickness, consists in the relation that, for successive quin- 
quennial periods. 

Eg = -E>_5 -f ^*-io • • • • (0 
or, in another form, 

o"* = o'*-« + o'«-io — ^ • • • (2) 

2. — If c be eliminated, we have 

<r^ = 2 a-g^i — o-g-ib 
or Cg — <rjr_6 ^ a-g^ — o'x-i^ .... (3) 

that is to say, the difference between tne rate of sickness, at an in- 
terval of 5 years, is equal to the previous difference at an interval of 
10 vears. 

3. — From (1) we have by summation of the jE"s 

-Er+5n =W » . Eg+i + M,_j Eg 
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in which the coefficients i«« are found by the relation 

and are terms of the'series, 

1, 1, 2, 3, 5, 8, 13, 21, etc. 

or, the probable rate of sickness 5» years hence may be estimated in 
terms of two past experiences at an interval of 5 years. 

4. — The above can be made 

5. — If ^^+5 = Eg at commencement, such as sickness at 25 = 
that at 20, nearly, then 

-^*+5n = w« + 2 ^* .... (5) 

6. — From (3) we can deduce 

[cTjP+i "h o-g+2 4- cra.+3 -f Cg+i + (Tar+s] = [<r, + (rx^_i + crj._2 -h . . . o';r_«] — 5c ... (6) 

whence we see that, if we suppose a Society for its protection to take 
the unfavourable view that all now alive at age x vnll survive the 
coming quinquennial period, and expose the Society to loss from 
Sickness, the maximum amount, it is likely to pay per head on a 
large average of members, can be expressed in terms of the rates ex- 
perienced in the last 10 years. The actual result, considering that 
deaths in the interval may occur, would be probably less. 
In another form, putting j& for o- — c in equation (6), 

2{Eg^,toEg+,) = 2(Eg_^ioEr) . . (7) 

7. — From two quinquennial experiences, j^^and -^,+5, the average 
rate of sickness during the next quinquennial period may be deduced 
with sufficient approximation by supposing it to be the mean between 
the rates at the beginning and end of the period : — that is to say, if 
•^»+i2i ^6 ^^ average sickness for the period between « + 10 and 
a? + 15, it may be taken, 

"" 2 

then -S',+i2j = f iE>+5 + ^» . . • (8) 
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Instructions and 
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Tables Page Page 

Ad70wson8 T 5 6 

DilapidatioDs at Death— Present 

Value of (IV & V) (67) 4 

Fines every Seven Years, &c. .«. R (72) and 4 (72) 

Fines at Death .'... (67) (61) 

Fines in Perpetuity (41) (41) 

Ground Rents Q (42) (40) 

Heriota (67) (62) 

Income — Value of for Life ....••... S 4 4 

Leases, value of-— 

For Single Life p. 39, & S 4 (38) 

For the longest of three lives (Appz. 13) (Appx. 12) 

For a term of years Q 3 3 

For two lives X 6 (61) 

Lives, Exchange of {^mioQ ^^PP^' ^^^ 

Next Presentations U 6 (Appx. 6) 

Policies, value of S 4 4 

Rack Rents, value of Q (42) (40) 

Rent Charges, value of Q (42) (40) 

Repayment of Charge on Property (64) (62) 

Reversions, value of S 4 (67) 

Sinking Fund to accumulate £100 

at the end of any number 

of years (63) Note 2 to Table Q (62) 

Sinking Fund to provide for Di. 

lapidations at Death {65) (66) 

Term Annuity — Amount of Q 

Time in which Money doubles, &c. (69) 

Tithes, value of Q (42) 



* For other Tables see tlie " Treatise on the Enflranchisement of Copyhold, Life 
Leasehold, and Chnrch Property,'* to which the figures above in brackets refer. 

(4th EditUm^ 192 pai/es^ 9$, 6d) 
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TABU P. 

Showing the Amowt that j^lOO will oeeumMiaU to with co mp ammd 
imUrMi at the end of » giren term o/jfears. 





AT 


▲T 




AX 


▲T 


Tenn. 


apercent 


Spereent 


Tmn. 


aperoent 


5peroent 


1 


103.00 


105.00 : 


10 


134.39 


162.89 


2 


106.09 


110.25 


15 


155.80 


207.89 


3 


10927 


115.76 


20 


180.61 


265.33 


4 


112.55 


121.55 


25 


209.38 


338.64 


5 


115.93 


127.63 


♦30 


242.73 


432.19 


6 


11941 


134.01 


35 


281.39 


551.60 


7 


122.99 


140.71 


40 


326.20 


704.00 


8 


126.68 


147.75 


45 


378.16 


896.50 


9 


130.48 


155.13 


50 


438.39 


1146.74 



* EzAMPLB.— £100 win smoiint at the end of 30 yean to 4^48. I4j: 7dL, ifiBtereat 
be made at the rate of 3 per cent per ammm, or to £43% i$. lOdL at ft per oenL 

jr0le».*— ].— To And the pre$ent fo/tM of a sinn of money payable at the end of any 
mnnber of years, divide that mm by the amonnt in the above Table and mnltfply 
by 100. 



9.—^ /Ind the amomit of £100 at the md <^ mmg mmAer <if yesrt moi gktm ta Uh« 
above TaNe, tote theproduetqf the Arum oppoeUe amp tw> temu m the TaNe, wMeft, 
added together, would mate up the term required, and dMIe fty 100. Tluu, the amommt 
1^ £100 at the end of Z^ peart, (30 peart and 3 pear^), it, at h per oeaL, (£432.19 x 
1.1576) or £50a31. Again, the amotrnt of £100 at Z per eenL at the end of 100 years 
(60 + 60) <t (£438.39 x 4.3839), or £1921.86. 

31— As to the time in wliich Money Donblea, see note, p. 09, ^'Treatise on Copyholda,** 
for oar remarkable ttieorem, that-for all rates per cent under 10 per cent, the 
number of years in whidi a snm of money wUl Double itadf at oomponnd intereet, 
Is rtmply 70 divided by the rate per cent 

ExAMTLBB. — 1.— Dtrufe 70 bp the rate of interest per cent, and take thai whole 
number which is nearett to the quotient obtained. 

Thoa, if the rate of interest be— 

3 per cent, then the number of years win be ^ or 35 years nearly. 

31 „ ., „ Vi 

6 » M M y 

10 „ „ „ 10. „ 

2.— The time In which money douNet being thus ascertained, to find the ftirther 
time in which it will become threefold, divide the doubling period by 1.70 ; fourfold, 
by 2.40; Jh^old, by 3.10; sixfold, by 3.80; and so on, the divisor increasing in 
arithmetical progression by .70 each time. 

Thus, since money doubles at 5 per cent, in 14 years, it would become thre^fiid in 
fS^ or eight years more, making 22 together; fourfold, in 7]^ or six years 
more, or 38 years altogether ; and so on. 

See also Division II of our "Treatise on Associations for Provident Investment** 
(1847) p. 23, for the Mathematical Analysis. 
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I.. 



TABLE Q.— ANNUITIES FOR TERMS OF TEARS. 

'Present valt^e, for a given term of years, of £100 per annum, 
payable at the end of each year. 



Term 


3 per cent 


5 per cent 


Term. 


S per cent 


6 per cent 


1 


97.09 


95.24 


40 


2311-48 


1715.91 


2 


191.35 


185.94 


45 


2451.87 


1777.41 


3 


282.86 


272.32 


50 


2672.98 


1825.59 


4 


371.71 


354.60 


55 


2677.44 


1863.35 


5 


457.97 


432.95 


60 


2767.56 


1892.93 


6 


641.72 


507.57 


65 


2845.29 


1916.11 


7 


623.03 


578.64 


70 


2912.34 


1934.27 


8 


701.97 


646.32 


75 


2970.18 


1948.50 


9 


778.61 


710.78 


80 


3020.08 


1959.65 


10 


863.02 


772.17 


85 


3063.12 


1968.38 


16 


1193.79 


1037.97 


90 


3100.24 


1976.23 


20 


1487.75 


1246.22 


95 


3132.27 


1980.69 


25 


1741.31 


1409.39 


100 


3159.89 


1984.79 


30 
35 


1060 04 


1537.25 








2148.72 


1637.42 


Per- 
petuity. 


3333.33 


2000.00 



II. — Amount that J&IOO a-year, paid at the end of each year, will 
accumulate to with eompouna interest, at the end of a given 
term of years. 



Term. 


3 per cent. 


5 per cent. 


Term. 


3 per cent 


5 per cent 


1 


100.00 


100.00 


35 


6046.21 


9032.03 


2 


203.00 


206.00 


40 


7640.13 


12079.98 


3 


309.09 


316.25 


45 


9271.99 


15970.02 


4 


418.36 


431.01 


50 


11279.69 


20934.80 


5 


530.91 


562.66 


55 


13607.16 


27271.26 


6 


646.84 


680.19 


60 


16306.34 


36358.37 


7 


766.25 


814.20 


65 


19433.28 


4567980 


8 


889.23 


954.91 


70 


23059.41 


58862.85 


9 


1015.91 


1102.66 


75 


27263.09 


76665.37 


10 


1146.39 


1257.79 


80 


32136.30 


97122.88 


15 


1859.89 


2167.86 


85 


37786.70 


124508.71 


20 


2687.04 


3306.60 


90 


44334.89 


159460.73 


26 


3645.93 


4772.71 


95 


51927.20 


204069.36 


30 


4757.54 


6043.88 


100 


60728.77 


261002.52 



i^o<«;—l.— To find the annuity which £100 will purchase, divide £100 br the amount 
in Table Q» moving the decimal point two places to the left. Thus, £100 will pur- 
chase for 10 years, at 3 per cent, an Annuity of (£100-*- 8.5302)or £11.72 per annumu 

2. — ITie Sinking Fund to produce £100 is, in Uke manner^ the reciprocal of the amount 
o/£100 a year, moving Vie Decimal point four places to the right, (See note 1 above.) 

8.— To calculate the Commutation qf Lease*, on one or more lives, into Leases for 
terms of years, this Table should be used in conjunction with Tables S and X. Thus, 
by Table S, at 6 per cent, the present value of a Lease, of which only one life is in 
existence (say a male aged 40) is £1411 per cent: in Table Q, 5 per cent column, 
the present value of an Annuity for 25 years is £1409 per cent: therefore, the 
tabular equivalent term certain to a lease on a male life aged 40 is 25 years. A practical 
margin must however, be deducted to provide for the circumstance that Tables of 
Mortality are deduced firom a large average of lives, and, therefore, require to be 
modified when calculations are made dependent on only 1, 2, or 3 Uvea. Leases 
on lives are never so good as the tabular rate for equivalent Terms certain. 

i.'^For other rates qf interest than 3 or 5 per cent,, see Tables JX and X, p, 305, 
306, Division II, IVealiie on Association* for Provident InvestmenL (7«.6«U 
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TABCB B. 

RENEWAL FINES. 

To find the Amount of Fine that should he pud for the piiyilege of 
Renewal in a Lease worth £100 a year. This is the same thing as 
the present Value of a Defsrred Term Annuity of £100 to commence 
at the expiration of a present term of years. 

ExAMPUL— The preaent Value of the Renewal of an Aniraitj or Lease for 40 yeara, 
of which 15 are expittd, to the preaeot ralne of a term Annuity deferred 25 years, 
and is found by dedacting /irom the present value of an Annuity for 40 years, the 
present Value of an Annuity for 26 yean, which is the period remaining tma^^td 
of the original lease.— (5M prt9iout Tables Q. L) 



TABLE S. 



Showing the Pbbsbht Value of £100 a year, payable at the 
beginning of the year^ for life, according to the provisions of SeeL 
12 of the Act 17 and 18 VicL, c. 116. (p. 40, Treatiee on Copyholds,) 

[If the Annuity he payable at the end of each year, deduct ^100.] 



f 



8 per cent. 



10 
15 
20 

♦26 
30 
35 

♦40 
45 



Hales. 



2420.4 
2322.3 
2223.3 
2127.0 
2019.4 
1899.5 
1766.9 
1621.5 



Females 



2417.8 
2321.5 
2234.3 
2143.9 
2044.2 
1933.7 
1810.5 
1671.6 



5 per cent. 



Hales. 



1763.4 
1706.6 

1609.6 
1553.9 
1488.2 
1411.2 
1321.8 



Females 



1748.1 
1700.4 
1659.0 
1615.5 
1565.2 
1506.5 
1437.3 
1354.1 



50 
55 
60 
65 
70 
75 
80 
85 



8 per cent. 



Hales. 



1462.7 
128a9 
1105.7 
931.9 
768.4 
621.2 
495.7 
394.1 



Females 



1512.5 
1340.3 
1161.7 
981.0 
808.4 
654.1 
523.7 
418.7 



6 per cent. 


Hales. 


Females 


1218.3 


1261.9 


1097.5 


1134.1 


962.6 


1005.2 


82a8 


867.7 


697.4 


730.2 


574.6 


602.2 


466.1 


490.4 


376.8 


397.7 



* ExAKPLX.— -The present Value of an income of £100 a year, payable at the 
beginning of every year of the existence of a male life aged 25, at 3 per cent, 
interest, Is £2127; in like manner, the present value of £100 a year during the 
existence of a female life aged 40, at 5 per cent, interest, is £1437 "3 or £1437. 6*. 

NoTK.— To find the present Value of j^lOO, payable at the end of the year in 
which any person may die, as for example, the Single Premium for an Assurance, 
or the purduue-^noney of a Reversion to £100, multiply the amount in the above 
Tables by .0291 if at 3 per cent., or .0476 if at 5 per cent., and subtract the product 
firom j^lOO. The result is the value. 

Example. — ^Tlie present Value of £100 payable at death of a male life age 25, at 
3 per cent., is £100 less (2127 x '0291) or £100 less £61-9 » £38*1. 

(See also Tables IV. and V, at page 67, " Treatise on Coppholds.") 



CHTJBCH PBOPEBTT AND OOPTHOLB TABLES. 



TABLE T. 

Showing the Present Value of the Adyowsoii of a Living of iSlOO 
a year net, after the death of the present Incumbent (Under 
17 & 18 Vict. c. 116, *. 12 ) 

iDedudions Bhonld be made fh>m the groce Valne of the Living, for the Value 
of the Incumbent's personal servieetf or the stipend of a curate; also for the usual 
and anj special Charges he may have to pay every year, &c.] 



Present 






Present 






Incum- 


Interest 


Interest 


Incum- 


Interest 


Interest 


bent's 


6 per cent 


7 per cent 


bent's 


5 per cent 


7 per cent 


Age. 






Age. 






26 


490.4 


240.6 


65 


1002.6 


674.6 


30 


646.1 


272.2 


60 


1137.4 


677.0 


36 


611.8 


311.0 


66 


1271.2 


777.9 


40 


688.8 


369.2 


♦70 


1402.6 


888.8 


46 


778.2 


416.9 


76 


1626.6 


993.7 


60 


881.7 


483.3 


80 


1633.9 


1087.0 



*£xAMPLB— The advowson of a living of JBIOO a year net is worth £1402.6 or 
£1 402. 1 2c, if the age of the present Incumbent is 70, and interest of money be taken 
at 5 per cent. 

Note.— This Table gives also the Present Value of a Freehold Estate in iSeoer- 
tfpn^ after death of life in possession. 

TABLE IT. 

NEXT PRESENTATIONS. 

In practice, these are estimated in two ways: — 

1«— If the successor's age be not known nouf^ nor until the death of the present 
Incumbent; then the present value is that given in the following Table, wherein 
the age of the person to be presented hereafter is assumed to be tiien the tfoungeet 
possible, viz., 25. 



Present 
Incumbent's age. 


Value of next Ji^resentation to a living of 
£100 a year nef, otfler aU deduetwns. 


5 per cent 


7 per cent 


26 
30 
36 
40 
46 
60 
66 
60 
66 
70 
76 
80 


376.9 

418.6 

468.9 

627.0 

697.2 

676.0 

768.4 

872.4 

973.8 

1076.2 

1168.6 

1262.3 


201.90 
228.42 
260.98 
301.72 
349.86 
403.81 
482.10 
668.11 
662.78 
746.18 
833.86 
912.17 



• ExAMFLB.— The Value of the next Presentation to a living of £100 a year net, is 
worth (at 7 per cent interest; £482*1, or £482. 2«., if the present Incumbent's 
age is 55, and that of his successor when appointed 25. 

2^— If; however, the next presentation is purchased with the view of presenting 
some particular person, whose age is now hnown^ then the value of the presentation 
is found by deducting,— >V*om the value of an annuity at his present age, according 
to Table S,— the value of an annuity on the joint Hves of himself and the present 
Incumbent, according to Table X. (See Example p. 55, Treatise on Copphi^dsJ 

This distinction should be remembered in svbmUting a Case to an Actuary. 

The above are subject, however, to the practical deductions for Queen Anne*s 
Bounty, Ac 



OHUBCH FBOFXBTT AKB COFTHOLD TABLES. 



TABLE X. 

Showing the present value of an Aitnuitt of £100^ on Two Joiirr 
LiTSBi payable at the bsginning of each year, under 17 and 18 
Viet. e. 110. », 12. 

(If the Annuity be payable at the end of each year, deduct £100 
froin the value in thefoUowing Tdble,) 



Ages. 


10 


15 


20 


25 


8 per 


5 per 


3 per 


5 per 


3 per 


6 per 


3per 


6per 




cent 


cent. 


cent 


cent 


cent 


cent 


cent 


cent 


80 


608.7 


4777 


606.1 


476.4 


606.1 


473.Q 


603.0 


471.2 


76 


616.2 


6709 


612.6 


662.6 


610.9 


663.3 


607.6 


660.6 


70 


767.7 


696.3 


762.3 


690.7 


769.6 


684.9 


764.3 


680.6 


65 


929.9 


826.1 


922.2 


818.8 


917.6 


816.2 


909.6 


808.8 


60 


1068.3 


929.2 


1068.1 


921.0 


1061.2 


916.9 


1040.2 


907.3 


55 


1241.4 


1068.3 


1227.7 


1047.8 


1218.0 


1036.6 


1202.9 


1024.2 


60 


1402.4 


1171.4 


1384 8 


1168.6 


1371.6 


1149.2 


1351.7 


1134.9 


45 


1628.9 


1262 9 


1607.3 


1239.7 


1490.3 


1228.1 


1465.6 


1208.8 


40 


1632.8 


1316.5 


1607.6 


1298.1 


1686.2 


1284.4 


1566.0 


1264.2 


36 


1730.3 


1373.0 


1700.7 


1353.6 


1674.7 


1337.6 


1638.2 


1314.2 


30 


1814.8 


1421.0 


1780.6 


1399.2 


1749.4 


1380.8 


1706.4 


1354.6 


26 


1891.6 


1463.8 


1862.6 


1439.9 


1816.8 


1419.2 


1766.0 


1390.0 


20 


1968.9 


1606.9 


1914.6 


1480.9 


1872.2 


1467.7 






16 


2020.6 


1634.6 


1970.9 


1606.3 










10 

80 


2076.3 1664.6 












80 


86 


40 


46 


499.6 


468.2 


497.6 


466.6 


493.2 


462.5 


491.7 


458.1 


76 


602.7 


666.3 


697.3 


663.5 


691.1 


648.1 


688.6 


644.2 


70 


747.0 


674.6 


738.0 


670.3 


729.0 


♦662.7 


724.1 


656.7 


Q6 


899.3 


800.6 


886.6 


793.9 


873.6 


779.3 


864.3 


772.5 


60 


1026.6 


896.6 


1016.0 


887.7 


996.8 


869.2 


981.1 


858.1 


6& 


1184.7 


1010.6 


1162.1 


998.4 


1136.7 


979.3 


1111.5 


957.4 


60 


1328.0 


1111.9 


1298.1 


1096.7 


1263.0 


10709 


1226.6 


1046.9 


46 


1 436.7 


11879 


1404.4 1167.4 


1369.1 


11366 


1310.4 


1099.6 


40 


1619.2 


1236 5 


1474.7 1210.7 


1419.1 


1174.4 






35 


1693.9 


1286.0 


1640.6 1256.7 










30 


1664.4 


1319.6 













CHTJBCH P»OPE»TT AND COPTHOLD TABLES. 



TABLE X. 



ANNUITIES DUE ON TWO JOINT LIVES. 



(Continued.') 



Age& 


60 


65 


60 


65 


3 per 


5 per 


3 per 


5 per 


3 per 


5 per 


3 per 


5 per 




cent 


cent. 


cent 


cent 


cent 


cent 


cent 


cent 


80 


488.6 


466.6 


472.3 


444.6 


460.7 


426 3 436.0 


412.6 


76 


682.1 


6391 


668.0 


618.4 


627.8 


492.0! 604.7 


472.4 


70 


711.8 


647.2 


678.6 


621.7 


634.6 


684.3 698.7 


664.6 


66 


843.0 


766.6 


794.6 


717.1 


733.6 


666.6 681.2 


624.1 


60 


948.6 


834.3 


882.6 


786.3 


804.4 


723.2 




66 


1 066.1 


924.2 


980.0 863.3 










60 
80 


1164.3 


1003.4 












70 


75 


80 




406.9 


386.9 


363.8 


347.8 


328.6 


316.8 






76 


461.2 


434.7 


406.2 


386.4 










70 


633.4 


601.8 













• Example.— The Valne of a next Presentation (at 6 per cent) to a living of dBlOO 

a year for a life now aged 40, after death of Incumbent now aged 70, is eqnal to the 

value of the Annuity on the life 40 (Table S) - - - - « jff 1411.2 

less the value on the Joint lives 40 and 70 ------ 662.7 



£748.5 



(Less deduetimsfor Payments to Queen AwmIs JBountp Ofice, AcJ 

Note— To find the present Value of a Lease of JEIOO for the lonffest of two 
lives, add together the amounts given in Table S for each life singly, and deduct 
the amount given in the above Table for the two^oin^ live& 

Example.— The Value of a Lease of £100 on the longest of two Uves age 25 
and 40, is (at 6 per cent.) £175& 12«.— 

For the Value of the Annuity at age 26 (Table S) — jff 1609.6 

40 .. - 1411.2 



It 



«« 



»» 



L«ss the Value on the Joint Lives 

Balance 



3020.8 
- — 1264.2 



4^1756.6 



"Where the income is considered due at the end of each year, £100 must be deducted 
from the value, and a proportionate part when half-yearly or quarterly. 



\ 
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PeUHon to Parliament, 

To the Honourable the Ckmimons of Chreat Britain and Ireland in 
Parliament asaembled. 

The humble Petition of Abthub Sobatohlkt, Esquire, Master of Arts of the 
XTniTersity of Oambridge, and others, Members of Life Assurance Societies. 

Humbly Shewbth, — That your Petitioners are deeply inapressed 
with the urgent importance of additional security being afforded to 
those who have already endeavoured, or may hereafter endeavour, 
to effect provision for their Wives and families by way of Life 
Assurance. That at present a Policy of Life Assurance taken out 
with such object is liable for the debts of the Assurer, which may 
deprive his wife and family of any provision whatever. It appears 
to your Petitioners, that by the act of Marriage every man under- 
takes the distinct responsibility of providing, as far as may lie in 
his power, for his wife and children ; and that if he incur other 
liabilities of a pecuniary character, his family have at least as great 
a right as any other creditor to require some provision to be 
secured to them by a Policy of Assurance ; and that it is to the 
interest of the community at large that, where Assurances have 
been effected, the Assurer should have the power of making some 
portion of them specially available for his family without the 
uncertainty and expense of a Trust-deed. Your Petitioners 
fuirther humbly submit that the principle has already been 
recognised by the Legislature to a limited extent in the Acts 
relating to Friendly Societies, and abo in that relating to Govern- 
ment Life Assurance ; and that it has been adopted by the State of 
New York by an Act passed on the 1st of April, 1840, enacting 
that any married woman by herself and in her name or in the 
name of any third person, with his assent as her trustee, may cause 
to be assured for her sole use the life of her husband for any 
definite period or for the term of his natural life ; and that in 
case of her surviving her husband, the sum or net amount of the 
Assurance becoming due and payable by the terms of Assurance 
shall be payable to her, to and for her own use, free from the 
claims of the representatives of her husband or of any of his 
creditors ; but that such exemption shall not apply where the 
amount of Premium paid annually exceeds three hundred dollars. 

Your Petitioners further humbly submit that, while granting 
this boon to the wives and families of assured persons, it is of the 
highest importance (whatever opinion may be entertained as to the 
propriety of making "choses in action,'' generally assignable at 
law) that Policies of Assurance should be allowed to obtain their 
full value as commercial securities, by being made assignable by 
simple Endorsement like Bills of Exchange, without the necessity 
of the legal representatives of the deceased joining in the receipt 
for the sum assured. 

Your Petitioners therefore humbly pray that your Honourable 
House will take the premises into your favourable consideration. 
And your Petitioners will ever pray, &c. 

A 



\ 



1. — Leading Article of the "Times," 

2nd October, 1860. 

** The * Report of the Registrar of Friendly Societies ' contaiiia 
the usual testimony to two great evils — one an involuntary evil 
and the other a voluntary — sickness and drinking. Every Friendly 
Society has two faces, which it puts on, one for its members 
and the other for Mr. Tidd Pratt. Its members are attracted to it 
partly, of course, by the natural foresight of human contingencies^ 
but very much, also, by the pomp and merriment of its festivals, 
with their brass bands, flags, processions, and all the holiday 
paraphernalia, together with the temporary occupation of the 
I Saracen's Head,' the ' Red Lion,' or the ' Flying Horse.' This 
is the face that it puts on for its healthy members ; but for Mr. 
Tidd Pratt it puts on the face of sad calculation, expressive of 
precaution against the calamities to which our mortal state is 
liable, of judicious estimates of rates of sickness, and care to 
provide means and resources against the dark day. 

'' Sickness is the first difficulty that Mr. Tidd Pratt has to deal 
with. The great and sad fact of human sickness is the basis of all 
Friendly Societies, which are founded for the object of providing 
for the wants of the sick man out of the surplus earnings of the 
healthy man. But here an important question arises. How are 
you to define sickness ? What constitutes Temporary inability to 
labour ? This is a fundamental point to decide in laying down 
the scheme of a Friendly Society, and to ensure the success of its 
calculations — a correct estimate of sickness. If you are too rigid 
in defining it, you defeat the object of relief for which the Society 
is formed ; if you are too lax in defining it, you occasion a too 
large and wholesale pull upon its funds, and so in time break up 
the Society. This is one great cause of the break-up of Friendly 
Societies — the disproportion of relieved sickness to the actual 
funds of the Societies. Fifty -two Friendly Societies broke up last 
year, most of them from this reason. This is a fatal mistake then ; 
and the first point such Societies should look to is a correct 
estimate of sickness, in order to bring it within their calculations, 
and make it fit in with their resources. But this is by no means 
an easy thing to estimate — the amount of sickness which fairly 
prevents a man from working. 



^^ 



3 
<'*In practice,' says Mr. Scratghley, in the 10th edition of his 
treatise,* which Mr, Tidd Pratt quotes in this Report, 'it is 
feund that certain degrees of ill-hesdth do not produce immediate 
inability to work. Medical men affirm that labourers, who have 
not a Friendly Society to fall back upon, often go about their 
employment with disease of the heart, tubercles in the luDgs, and 
other disorders of considerable severity. Among 120 Cornish 
miners in actual work, it was ascertained that only 63 .had good 
health ; the remainder being all the time suffering from incipient 
serious maladies.' A compromise is sometimes made under these 
circumstances, and ' men who have no sick money to draw, with 
the consent of the inspector or foreman, have their labour 
mitigated without stopping off work altogether.' Some distinction, 
then, is necessary, if these Societies are to fulfil their engagements, 
between * Friendly Societies^ sickness ' and ' Medical sickness.' That 
is to say, the ill -health of a labouring man cannot be estimated 
exactly in the same way in which that of one of the upper classes 
of society would be. There is a difference of standard, and for 
this necessary reason, that a man who is comfortably off can afford 
to be more indulgent to his health than a poor man can. This 
is one of the trials of poverty, one of the grievances which attach 
to it as a natural dispensation, and the lot of the majority of 
the human race — viz., that a man must often work when he is not 
in sound working health. It seems hard, but there is nothing so 
inexorable as the necessity of society and the law which regulates 
the extent of such indulgence ; the simple fact being this, that 
society, taking it as a whole, rich and poor together, has 
not wealth enough to allow more than a certain amount of con- 
sideration to health upon a large scale. Labour is the wealth of 
society. It is a pure case of compromise between two great laws, 
an attempt to escape which would issue in injury to the 
labourer himself ; for he, in common with the whole community, 
depends upon the amount of the sum total of labour. We may 
add, that the force of habit makes such a necessity, perhaps, less 
of a trial than at first sighi it would appear to be. We see 
men everywhere working in spite of health — they choose to do so ; 
the difficulty is to make them leave off work ; they say they will- 



* Treatise on Associations for Provident Investment, by Abthub Scbatchlet, 

M.A, 

Corregponding Member of ike Royal CommitMion of Belffium on StatisHee and 
Administrative Finance ; One of the Baaminers (1850 and 1851) 0/ the Institute 
qf Actuaries of Great Britain and Ireland; Late Fellow and Sadlerian Lecturer 
ofQiteens* College, Cambridge; Consulting Actuary to the Tithe Trust; one of 
the Actuaries authorised to certify Friendly Societies, etc. 
New Edition, in Three Divisions, 1050 pp., £1 7s. 6d. Published by Longmans, 
Paternoster-row; anALaytons, lAO, Fleet-street. 
Division I.— >0n Savings Banks and Banks ofDepont. 
,f II. — Building Societies, Tontines, tmd Colonization. 8rd Edition. 
„ III. — Friendly Societies, and Life Assurance Societies. 1 0th Edition, 
The work contains Rules, Tables, Acts of Parliament, and numerous Statistics for 
the use of Trustees, Managers, Solicitors, and other persona interested in Industrial 
Associations. 

a2 



8. — From the "WtsttasBTKB Rtvwv," January, 1861. 

" Mr. yoBATCHLET, who may be looked npon as the standard 
author on such subjects, has collected into two rolnmes his various 
works on the inreetments of the poorer classes ; and, by doing so, 
has broaght together an amount of information that can hardly 
be with safety neglected by the directors or members of these 
important and beneficial enterprises. A twenty years' experience 
as a practical adviser on the subject, and an extended correa- 
pondence with every country iu which these institutions have 
taken any root, has put him in a position to speak with authority 
on all points connected with them. His first volume is exclusively 
devoted to the subject of Savings Bankg, and contains a most full 
review of their history, of the errors which in past times have 
infected their constitution, of the ^d frauds which have so greatly 
interfered with their popularity and usefulness, as well as a full 
system of rules by which their recurrence may be avoided. The 
minute detail into which he pursues his subject leaves little to 
desire. His rare industry and laborious application alone could 
have brought together so exhaustive a collection of every fact 
worthy of being known on these important subjects. 

" The various projects of Government supervision and guarantee 
which have been suggested to obviate such lamentable irauds as 
those which gave an evil fame to the Cuffe Street and Rochdale 
Savings Banks, are discussed with great discrimination. . . . 
. . . It is greatly to be hoped that the reviving confidence of 
the working classes in these institutions may not again meet with 
such severe checks. Few things, we are sure, will tend more 
unequivocally to this result than a general acquaintance with the 
warning contained in this valuable Treatise. 

" The same breadth of information and minute acquaintance 
with the subject characterize Mr, Scratehley's Treatise on 

Bu&ding Societies, ' , . . . These volumes 

abound in valuable statistical and working tables, which of them- 
selves would entitle them to a place on the committee-table of 
every Benefit Society and Savings Bank." 

4. — From the "Londok Quabtbblt Revibw," October, 1860. 

" The subjects discussed are of great importance in our very 
complex condition of society, and the author deserves the thanks 
of the public for his luminous statements and judicious suggestions. 
The remarks on the moral urgency of life assurance ought to be 
Berioualy perused by our young men, by fathers of families, and, 
in fact, by all whose family incomes are dependent upoQ the Ufe 
and health of an iudividuaL The work ought to be found on the 
shelves of every educational institution and reading-room." 



5. — From " L'Etudb sur les Caisses D'Epargne," hy M. Augmte 
VisscherSy Membre du Conseil des Mines, Belgique. 

" D'un seul mot, nous pouvona, pour completer notre pens^e, 
renvoyer le lecteur au remarquable ouvrage de M. Scratchley- 
On y trouvera, entre autres, Tanalyse de Tenquete ouverte, en 
1858, devant un comite de la Chambre des Communes (pp. 17 et 
suiv.); Thistoire des fraudes commises, de 1848 a 1861, dans les 
caisses d'epargne Anglaises (pp. 49 et suiv.) ; les remedes proposes 
(pp. 76 et suiv.) ; les ameliorations a apporter dans le regime 
interieur des caisses d'epargne (pp. 90 et suiv.) ; un examen des 
causes qui ont produit le deficit actuel dans les fonds des caisses 
d'epargne d'Angleterre (pp. 115 et suiv.) ; un plan de reorganisa- 
tion financiere de ces institutions (pp. 165 et suiv.) ; Texpose du 
projet tendant ^ utiliser les bureaux de poste comme auxiliaires 
des caisses d'epargne (pp. 215 et suiv.) ; T examen du systeme de 
banques de depot, ou de caisses d'epargne independantes en 
dehors de la garantie du Gouvernement (pp. 264 et suiv.) ; enfin, 
I'expose et la discussion du projet de M. Gladstone, en 1860 (pp. 
295 et suiv.)." 

6. — From Article on Building Societies in " Household Words," 

November y 1851. 

**For the descriptions we have been able to give, we are 
indebted to the perusal of two books, published in the present 
year, which we urge upon the study of all those to whom is 
entrusted the responsibility of taking active part in the formation 
or management of Building and Land Societies. • . . ^. . . 
For the Finance, and all the minute details which go to the full 
practical understanding and management of these undertakings ; 
for a distinct marking of the rocks and shoals that lie in the pro- 
jector's way, and for the tracing of his proper track, we refer the 
reader to the new edition, now published, of a work on ' Industrial 
Investment and Emigrationy by Mr. Scratchley." 

7. — From the " Edinburgh Review," Aprily 1852. 

'^ It is obvious that the desirableness of Industrial Societies as a 
mode of investment for the humbler classes, must depend entirely 
upon the soundness of the principles upon which they are based, 
and the strictness with which these principles are adhered to in 
the management. Much money has, no doubt, been lost and 
spirited away in these undertakings, and none should be trusted 
by the poor that are not duly certified and registered. But, when 
this precaution is observed, we believe they deserve the encourage- 
ment and favour they have received. Mr. Scratchley's work is 
a careful exposition of the rules which should guide their consti- 
tution and management, drawn up by a competent and experienced \ 
man." 



From the " Joubnal dss £ooko«I8TES," ^^, 1861. 

" M. SCBATCHLBT a public, aur les ioatitutions de pr6voyance^ 
un ouvrage qui a fait un vSritable sensation de I'autre cflt4 da 
d6troit. Cbacuu sait bien, dans ce pa^B oil I'actif des caiaaes 
d'epargne s'eleve ^ plus de 900 millioofi, et celui des Friendfy 
Societies a. pr^s de 300, la competence toute particaliere de M. 
Scratchley." 

From thetame Journal, October, 1854. (Review of Division IL). 

"Ge livr^, d'un caraclere essentiellement pratiqae, et qui ne 
s'adresse en apparence qu'& un petit nombre de lectemrs, a obtenn 
en Angleterre le aucces assnr^ auz ouvragea utiles, et dont il 

4tait tr^s digne M. Scratchley est bien au conrant 

de r^conomie politique : il en conoait les principes et les 
d^velloppementB et les applique sans pretention et aans vSort, 
dans les deductions claires et rigoreuses que contient eon livre. 
La partie purement arithmetique de I'ouTrage est plac^ dans un 
appendice important oil se trouvent non-seulement des demonstra- 
tions th^oriques, mais des tableaux et des comptee-faits, proprea 
k 6clairer lea practicieos proprement dits pour lesquela ce livre, 
€crit par un homme dont I'intelligence et I'instruction sont 
superieures au sujet qu'il a trait^, est nn guide stir et eclair& 
Fuissons-nous avoir promptement besoin en Frapce d'un livre 
pareil ; et lorsqne nous en aurons beaoin, pnisaons>nous trouver na 
auteur qui I'&rive avec aatant de distinction, de olarte et de sens 
pratique, que M. Scratchley ! " 

9.— From the " Eeadeh," July 23, 1864. 
" The existence of savings banks dates from the begiamng of 
the century ; but there was no inatitution of the kind in London 
until the year 1816, when the St. Martin's Place Savings Bank, 
the deposits in which sow amount to upwards of a million-and-a 
half, was begun ' in a very humble way in a room over a butcher's 
shop in Panton Street, Haymarket.' From that time the ^TOgKaa 
has been rapid. Those who wish to trace it in detail cannot do 
better than refer t^ Mr. Scratchley's volumes. They will find in 
them the fullest and most accurate information, not only upon 
the particular point we are dealing with, hut upon the whole 
subject of provident investments of every description and for 
every class." 

10. — From the "Railwat & Cohuebcui. Ajmaxa.ck" /or 1865. 
" The ignorance existing upon this very important point (the 
aws of sickness) is not confined to the founders and managers of 
locieties. The differences of opinion existing amongst actuaries 
ind scientific men are perfectly astounding. The laws of mortality 
Lre defined clearly enough, — those of sickness are almost m 
•ubibut. The only really practical approach to an estimate has 



been made by Mr. Abthub Scsatchlet^ to whose labours, it is 
fair to say, the public owes more iu connexion with this subject 
than to those of any other Hving writer. 

'<We feel bound to add, however, that besides his valuable 
contributions towards the elaboration of a true law of sickness, 
Mr. Scratchley has in other important respects done ^ore than 
any other man to diminish the difficulties of such a voluntary 
improvement in the system of Friendly Societies, as would impart 
to them the necessary quality of security without minimising the 
area of their benefits. He has laid down a code of excellent 
precautions against fraud of all kinds ; he has not only suggested, 
but, through the operation of the Friendly Societies' Institute, 
actually established, an efficient channel of audit and revision. 
Many years ago he powerfully advocated the grant of small 
assurances through the medium of the savings banks ; and with 
respect to charges, benefits, management of funds, limitation of 
allowances accordiug to age, and other vital points, he has indicated 
a course of proceeding, which, whilst open to discussion on some 
of its detlails, is the most searching, complete, and useful that has 
hitherto been propounded, because, whilst pregnant with facts, it 
seems scrupulously to eschew fancy. We have no doubt that, 
should the whole subject of Friendly Societies be ever compre- 
hensively dealt with, the results arrived at and proved by this 
eminent actuary will form the basis of important action." 

^11, — From "Lb Fattfebisme et les Associations db 
pREVOYANCE," par Emils Laurent, {Ouvrage couronne par 
rinstituf). 2nd Edition^ 2 vols,^ Paris, 1865. 

** Lord Shelbume, aujourdliui marquis de Lansdowne, a propose 
dans une des sessions derni^res un bill — dont le type se retrouve 
du reste dans un projet pr6sente en 1818. — ^Les hommes sp^iaux 
d'Angleterre, et notamment MM. Tidd -Pratt et Scratchley, 
attachent une importance tout k fait particuli6re k ce bill et 
desirent bien vivement que son examen soit repris. Le bill 
Gladstone, qui a ete, nous venons de le voir, I'oecasion d'une si 
grand orage, est lui-meme, — detail pen connu en France, — ^la 
reproduction d'un bill pr6sente k la Chambre des communes, en 
1807, par M. Whitbread, bill qui a m^me inspire aussi le fameux 
acte rdatif aux post-offiee'savings'banks, — Ge bill de 1807 est 
comment^ tout au long dans le TraUi de M. Scratchley sur les 
savings-banks, p. 239 k 250.'' 

" £n Angleterre, les plus grandes effi)rts des hommes sp^ciauz 
ont porte — sans succ^s jusqu'a present, nous devons le dire-— i 
vers Taffiliation des Friendly Societies aux Compagnies speciales 
d' Assurances afin de mieux garantir tons les risques. Le bill 
presente en Juillet 1854 par M. Fitzgerald, k Tinstigation de M. 
Scratchley, contient la clause suivante:^Toute Friendly Society 
ou toute Compagnie d' Assurances sur la vie peut, avec le con- 
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of his policy may be. He points out the drcumstances under 
which an assarer can now settle his policy, and shows that a 
poor man with a small policy cannot possibly avail himself of that 
mode of providing for his family. The author recommends that 
the assurance societies should be empowered to act as trustees 
for the children who may be nominated, should they be under 
age when the death of the assured happens. For securing the 
interests of creditors, Mr. Scratchley further proposes that policies 
should be rendered assignable at law, and that the assignment 
may be made either in the ordinary form, or by an indorsement 
on the policy ; but that, in either case, notice of the assignment 
must be acknowledged by the assurance ofS^ce on the back of the 
policy. It is probable, as the author suggests, that these amend- 
ments in the law would materially extend the beneficial operation 
of life assurance. 

** The Bill by which they are proposed to be effected appears to 
have been drawn with care. It provides that the nomination will 
be rendered void by the bankruptcy of the nominor within twelve 
months from its date ; but that after the expiration of that period 
future bankruptcy will not affect the rights of the nominee, and it 
secures the revenue against loss by obliging the companies to 
collect and pay the probate and legacy duties. For assignment by 
indorsement a simple form in columns is provided. 

'^ Incidentally, we learn an interesting fact respecting the 
Chancellor of the Exchequer's Bill for Government Assurances, 
which we fancy cannot be generally known, viz.^ that Mr. 
Gladstone's Bill is a reproduction of one introduced by the late 
Mr. Whitbread, M.F., into the House of Commons, and approved 
by that branch of the Legislature, in the year 1807. For further 
information on this point we are referred to the 1860 edition of 
our author's Treatise on Savings Banks. 

" The portion, however, of Mr. Scratchley's handy-book which 
will be of most service to legal practitioners is that which gives 
an alphabetical digest of the present 'law on the subject of life 
assurance. How much such a work was required may be gathered 
from the fact that one-half of the case law contained in this 
handy-book is so recent as not to be included in the last published 
formal treatise on the subject, brought out only a few years ago* 
The arrangement, though as a matter of course very compressed, 
is very convenient for practical purposes. The cases are mar- 
shalled under the headings most convenient for reference; the 
leading points are printed in large type ; then in small type is 
subjoined a note of the history of the cases in which the point 
has been established, with an extract from the judges' remarks in 
delivering their opinion, or some apposite practical observation. 
The cases upon 'Amalgamations' are cited. The important 
points of 'Forfeiture' and 'Fraud' are also discussed, and the 
recent leading case is cited at length. Insurable Interests are 
also discussed. In reference to Indisputability, the author recom 
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5. — " Deutshcb Versicherungs-Zeitung," Berlin^ 

17th AprU, 1864. 

** Mr. A. Scratchley, einer unserer gediegensten Actuare, Ver- 
fasser mehrerer Werke Uber Yersicherungs-und Wohlthatigheits- 
Anstalten, hat unter dem Titel : * Lebens-Versicherungs-Gesetz * 
(Life Assurance Law) eine Zusammenstellung von Entseheidungen 
verschiedener englischer Gerichtshofe iiber wichtige, die Lebens- 
yersicherung berlihrende Streitpunkte herausgegeben. Das Bach 
enthalt beinahe 200 Processe. Im ersten Capitel erlautert Herr 
Scratchley den Zweck eines Gesetzentwurfes, welchen er dem 
Farlament einzureichen beabsichtigt Nach den jetzt bestehenden 
Gesetzen kann die Yersicherungssumme aus einer vom Familien- 
vater za Gunsten seiner Familie ausgestellten Police von den 
etwaigen Glaubigern des Yersicherten in Anspruch genommen 
werden. ' Es leuchtet also ein, dass durch die Yersicherung die 
Absicht des Yersicherten nur dann erlangt werden kann, wenn er 
bis zu seinem Ableben in guten und geregelten Yerhaltnissen 
geblieben ist Hie^ wiinscht Herr Scratchley Reformen herbei- 
gefiihrt und im Wege der Gesetzgebung derartige, zu Gunsten 
der eigenen Familien ausgestellte Folicen von den Geschaftszu- 
falligkeiten ausgeschlossen zu sehen. Durch die Adoption dieses 
Entwurfes wUrde die Lebensversicherung unter den kleinen 
speculativen Handelsleuten bedeutend gewinnen. Bisher waren 
dergleichen Leute zur Yersicherung ihres Lebens nicht zu bewe- 
gen, well bei einem etwaigen Yermogenswechsel die Yersicher- 
ungssumme stets ihren Glaubigern zugesprochen wurde." 

6. — " Lb Droit Commercial," Paris, 7th June, 1864. 

Les Assurances sur la yie. (1) 

** Le d^veloppement pratique qu'ont re9u en Angleterre les 
assurances sur la vie et la direction qu'elles y ont cr^^e dans les 
habitudes du public anglais n'ont pas 6t6 sans exercer une certaine 
influence dans notre pays, si Ton en juge par le nombre des 
affaires qui s*y traitent dans toutes les conditions possibles de la 
vie. Enfin I'immense inter^t qu*a surezcit'6 autour d'elle TafTaire 
du proems criminel de La Pommerais, nous fait un devoir de signaler 
k nos lecteurs quelques points particuliers de la legislation anglaise. 
On se rappelle d*ailleurs que parmi les compagnies qui avaient 
eontracte des assurances 'sur la tSte de madame de Pauw pour 
diverses sommes formant entre elles un ensemble de 550,000 fr. 
figurait aussi une compagnie anglaise, the Gresham, dont la police 
contenait des dispositions toutes particuli^res. 

(1) Nous avons puis^ nos renseignements dans un excellent manuel rScemment public & 
Londres, et qui nous parait 6tre un guide trds-stLr et trds -pratique k recommander aussi bien 
Bux compagnies d'assurance qu'aux Jurisconsultes et aux hommes du monde. Voicison titre: 
Sandy Book on Life Atturanee Law, by Arthur Scratchley, ba/rritter-at-law, author of the 
Treatises om Savings Banks and Building Societies, A LondreSi ehez Stevens, Sons, libiaires, 
1864. Prix : 2 schill. 6 pence. 
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qui ne peat 6tre recouvre que par une action judiciaire ; de 1^ cette 
denomination technique. Or, aux termes des regies strictes da 
droit commun {Camnum Law\ les chosesdn action ne peuvent Stre 
transferees, parce que Ton pense que ce serait une source trop 
fr^uente de proc^ si Ton pouvait c6der ^ un Stranger le droit 
d'agir devant la loi. Aussi est-ce motif que'le mode de c^der une 
chose in action est de la nature du mandat, qui autorise le cession- 
naire ^ faire usage du nom du cedant au moment de reoouvrer la 
dette. II est vrai que les Cours d'equit^, pour corriger la rigueur du 
droit, ont facility le transfert de la propriety en permettant la 
cession d'une chose in action aussi directement qu'une chose in poS' 
session. Neanmoins, il n'en a pas moins ei6 reconnu n6cessaire 
qu'au dec^s de I'assure Taction en pajement devait etre introduite 
au nom des repr^entants legaux de Tassure, ce que oblige alors 
les compagnie^ qui veulent payer r^gulidrement ^ demander deux 
quittances, d'abord celle des heritiers ou repr&entants de Tassure, 
et ensuite celle du cessionnaire. 

''On comprend d^s lors I'importance que chacun attachait au 
benefice de I'endossement commercial, qui permettrait aux com- 
pagnies de regler directement avec le porteur r^guli^rement 
cessionnaire d une police, et sans linteryention conteuse des 
representants d une succession. D un autre c6te, les creanciers 
de Tassure 7 r^aliseraient cet avantage de pouvoir obtener d'avance 
de leur d^biteur une garantie du credit qu'ils pourraient lui faire. 

'' II ne faut pas d'ailleurs omettre de dire que I'endossement, 
dans ce cas, ne devait produire son effet complet qu*autant qu'il 
aurait ^t^ accepte par la Compagnie d 'assurance, et que la mention 
en eiit €te faite sur la police elle-meme. G'etait evidemment une 
amelioration, car, dans 1 etat actuel de la loi anglaise, le fait des 
cessionnaires qui notifient la cession ^ lassurance n etablit pas de 
difference quant aux parties au nom desquelles devra etre portee 
Taction ; toutefois, il est necessaire de notifier la cession pour 
creer une anteriorite en cas de deconfiture ou de faillite de Tassur^. 
A defaut de cette notification, la Cour des faiUites pent ordonner la 
vente de la police au profit de la masse. 

*^ II ne faudrait pas cependant induire de cette petition au 
Parlement anglais que la legislation 7 f&t tout k fait imparfaite 
dans ce pa7s, car c'est 1^ que nos compagnies fran9aises ont €te 
puiser elles m^mes les meilleurs precedents en mati^re d assurance. 
La legislation anglaise est basee sur le droit commun le plus 
rationnel, et les principes qu'elle admet ne pourraient ^tre recuses 
par aucune des nations progressives. Nous en avons vu les 
preuves dans le digeste, ou resume enc7clopedique que M. 
Scratchle7 a joint h ses considerations preliminaires sur les 
ameliorations h. introduire dans la loi anglaise sur les assurances. 
A Tappui de chaque fait classe dans un ordre alphabetique. Ton 
trouve des documents precieux de la jurisprudence anglaise. Nous 
les enumerons ici, dans Th7pothese que chacun pourrait 7 retrouver, 
en se referant au livre, la solution d'une question qui Tinteresse : 
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L'agenoe TiB-ik-Tis de Fassiir^, let fasions de oompagnies d'assn- 
ranoe, la faillite, les r^ticenses, le oontrat d'assurance, le creancier, 
la mort, le dette, le d^bileur, le legs, les maladies, les primes extri^ 
les faux, la firande, la loi Gambling, les hinders, le man, la loi 
d'impdt stir le revenu, la police non contestable, renfance, Tinterek 
de la yie, le prAt, la materiality ; le m^decin assistant, le faux 
rapport, le meurtre, les services mutuels, le p^re, la police. ^ 

^ Sous ce dernier chapitre nous deyons empranter h Tautenr da 
manuel les citations suivantes, qui sont motiv^es par one certaine 
analogic avec I'affidre de La Pommerais. 

^* § 83. * Si une personne oontraote une assurance sur la vie, et 
que post^rieurement el commette an crime capital, et qu'apres la 
condamnation elle soit ez^cutee, ses repr^sentants et succession ne 
pourront dans ce cas recouvrer la somme assor^e par la police.' 
Cette doctrine est confirmee par an arr6t rendu par la Chambire 
des lords dans Tesp^ de la Soei^U amicale contre Bolland dans 
une police faite sur la Tie de Fauntleroy, qui fut pendu pour crime 
en 1824. 

*'§91. 'Dans lecas oh. la personne assart a ^t^ assassin^ 
dans le but d'obtenir et de realiser le benefice de la police, la police 
doit 6tre declaree nnlle.' 

** A I'appui de ce principe, le manuel cite Faffaire de la Society 
d'assurance du prince de Galles contre Palmer, cet iUastre 
empoisonneur qui fit assurer plusieurs des siens pour des sommes 
considerables avant de les empoisonner. (1858. The RugeUy 
murders.) 

** Les autres mots du digeste sont : les primes, la reassarance, le 
retablissement de la police apr^s d6cheance encourue, le soeau, les 
fausses indications, les mandataires, la garantie, la femme. 

** Nous ne terminerons pas cet apergu sans proclamer bien baut 
que, quelque graves qu*aient pu etre les combinaisons de convoitise 
et de cupidity qui ont germ6 dans Timagination d6r6gl6e de certains 
sc6l6rats, et qui, Dieu merd ! ont toujours trouv^ leur juste chati- 
ment I'assurance sur la Tie n'en est pas moins un acte moral et de 
sage pr^Toyance. 

*^ De bons esprits Font dit d6jk aTant nous, et nous r€p6tons avec 
M. de Gourcj : ' Fassurance sur la Tie, qui est un deToir pour le 
p^re de famille sans fortune exer9ant une profession libdrale, est 
aussi un acte de sage et patemelle administration pour le propria- 
taire, soit qu*il Tcuille preserver de la division son domaine d's^ec- 
tion, soit qu*il n*ait d*autre but que d'augmenter le patrimoine de 
ses enfants et de faciliter le partage de sa succession.'' 
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